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PREFACE 


In order to provide some material for promoting the study 
of Public Administration, the Maharashtra Regional Branch of 
the Indian Institute of Public Administration decided in 1960 
to prepare monographs on certain selected subjects. In pur- 
suance of this scheme, the Branch brought out in 1962 a 
brochure on '^Organisation of Elections to Union and State 
Legislature in India”. 

The present brochure under the same scheme d.eals_with 
the.„estaJ3hshm^^^ of co-operative sugar factories in Maharashtra 
wi th s pecial Reference to role played by Government in their 
promotion and development. The brochure has been prepared 
by““Dr. N. R. Inamdar of the Department of Politics and 
Public Administration, University of Poona. He has taken 
considerable pains to get first hand information by visits, dis- 
cussions and inspection of records. For the accuracy of the 
data contained in the publication as well as the opinions express- 
ed therein the responsibility is that of Dr. Inamdar. 

It is hoped that this study of Government and co-operative 
sugar factories in Maharashtra would be of general interest and 
would contain some lessons for the promotion of other co-ope- 
rative enterprises. 

The thanks of the Maharashtra Regional Branch are due 
to Dr. N. R. Inamdar for undertaking this work and to Kumari 
K. K Sobati, Assistant Registrar in the office of the Registrar 
of Cooperative Societies for assisting Dr. Inamdar. Shri P. D. 
Kasbekar and Shri G. H. Lalwani formerly Joint Registrars of 
Co-operative Societies in charge of Sugar Factories in Maha- 
rashtra have been good enough to go through the draft and 
have made valuable suggestions. The thanks of the Branch 
are due to them and to the Indian Institute of Public Adminis- 
tration for financing the project. 

N. 8 . Pardasani 
Honorary Secretary 
Indian Institute of 

March 1964 Public Administration 

Bombay (Maharashtra Regional Branch) 



AUTHOR’S .NOTE 


The writing of the Monograph on ^Government and Co- 
operative Sugar Factories’ was undertaken by me under the 
auspices of the Indian Institute of Public Administration, 
Maharashtra Regional Branch. The co-operative rnovement for 
the establishment of sugar factories in Maharashtra has 
achieved admirable success during the last fifteen years. This 
monograph attempts to ana lyse t he role of the Government in 
the promotion and development these factories. In selecting 
this particular aspect of the establishment of co-operative sugar 
factories, it is not intended to belittle by any means the signi- 
ficance of the democratic and autonomous aspects of the move- 
ment which may deserve a more detailed treatment in a separate 
monograph. I have analysed the scheme of the co-operative 
sugar factories as it has evolved in erstwhile Bombay State and 
in Maharashtra State since the bifurcation of the State of Bom- 
bay in May 1960. 

The constant encouragement by Shri N. S. Pardasani, Hono- 
rary Secretary of the Indian Institute of Public Administration, 
Maharashtra Branch, enthused me to undertake and complete 
the monograph. I express my hearty thanks to him. I am 
also very thankful to Prof. V. K. N. Menon, Director of the 
Indian Institute of Public Administration, for his keen interest 
in the work. 

I thank Shri P. D. Kasbekar and Shri G. H. Lalvani who, as 
Joint Registrars were in charge of the co-operative sugar facto- 
ries during the years 1960-62 when my investigation was con- 
ducted. I could draw upon Shri Kasbekar’s experience in the 
field through discussions with him on the scope of the mono- 
graph. I would like to make a special mention of the assistance 
rendered by Miss K. K. Sobati of the office of the Registrar of 
Cooperative Societies in this investigation, and would like to 
express my sincere appreciation for her work. 

For friendly interest in the Monograph I owe a great deal 
to Prof. S. V. Kogekar, Prof. D. K. Garde and Dr. R, G. Kadade. 


Department of Politics and 

Public Administration, N. R. Inamdah 

University of Poona. 
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CHAPTER I 


THE ORIGIN OF THE SCHEME 

Sugar Co-operatives before Pravara 

The involvement of the Govern^ in the . co-operative 
sugar factories on a large^ scsilp began in 1954. But the idea 
of co-operative sugar factories was not unknown before 1954. 
In fact the launching of the sch eme of co-operat ive sugar 

factories in thja>t....veanxan^be. d irectly t raced t o th e su ccess of 

the idea at Prava ranagar i n..^tha^^th-en.--Bomb^ -State.. jiuring 

1948-54. Even before 1948, the xo-oper.ative_. sugar, Jactpnes^ w 
set up in the United Provinces and. the .Madras . Province, during 
the thirtys. But only one of the. four such co-oper.ative, -sug:ai 
factories surviye<^ jif ter . Independence., to demonstrate, as it 
were, the viability of the institution of co-operatives in the 
field of the sugar industry. Betw een 1933 and lM5 _foM 
co-operative sugar factories were establi shed. One of them 
was located in the United Provinces at Blswan and the remain- 
ing three were at Thummpala, Etikoppaka and Vuyyuru, now 
included in Andhra Pradesh. The factory at Vuyyuru was 
worth the name, having a capacity of 800 tons,* while the others 
were on a small scale, having 50 to 150 tons of crushing 
capacity. The only factory that could survive after Indepen- 
dence was the one at Etikoppaka. This surviving sugar factory 
does not seem to have inspired the Scheme of the Co-operative 
Sugar Factories that was launched in 1954. Thgu....cxedit. for 
the . scheme should go to the P rava ranagar Co-pperatiye Sugar 
Factory established. im,19AS . 

Boom during the Second World War 

The idea of the co-operative sugar factory ga.tl 3 £ 3 xd 
momentum ,Jmme.diat.ely_Mf§ 41 ,.®e. .-..Second War^ in the 

district of Ahmednagar in the then Bombay State. The 
Ahmednagar district was fortunate in securing , irrigation 
facilities, before the First W orld Wa r. The district was lagging 
behind in agricultural production due to famine conditions but 
the irrigation facilities took Quite some time to change the 
face of the district. The booni in the, prices of agricultural 
coinmodities during-.dhja.JE!irst -Woffd W^ a fillip to^’’the 

agricultural activities in the district. The bagayatdars (the 
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farmers of irrigated lands) fromL..J]ae neighbouring, districjs 

immigrated into the- Ahmedna-gar- district and took on 
the irrigated lands which_conld not be properly looked after 
by the owner-farmers in the district on account of the unre- 
munerative prices of the agricultural commodities and the 
lack of adequate capital resources to cultivate the lands under 
irrigation. Even then the irrigation rates were found rather 
too high by the indigenous and the immigrant farmers to be 
able to give sustained attention to the cultivation of the 
irrigated lands. TOie Govern had^to pursue a deliberate, 
policy of lower irrig ation rates in order to attract the sustained ‘ 
aijtention„ of ihe farmers JlUL_t his a rea. The Government also 
struck upon the policy of encouragi ng the indusgriaIMa..lQ P 

fflga r factories Jin, ...-th is area so that the Government could . 

secure sufficient return on the investment made in the canals. 

This policy could attract the bagayatdars from neighbouring 
districts and also the industrialists from developed areas. But 
this had a pernicious effect on the economy of the area. The 
local owner-farmers were deprived of the fruits of irrigation 

because they gave their lands on long le^cs to the immigrant 

farmers and the factory-owners. The region as a whole could 
not develop because the bulk of the people had to depend on 
outside element which throve on the strength of the resources 
they possessed which the local farmers woefully lacked. The 
policy Ql discriminating protection given to the sugar industry 
encouraged the rise ofl"an increasing, number of sugar factories 
in this area. During the Second World War, the immigrant 
farmers and the factory-owners reaped a huge harvest of 
the investments they had made in the irrigated tract in this 

area. Xhe^. local. ,ownerriarmers.--m thought that ...they 

could also attm^^^^ _ it„they . could „ pppi * 

together fi nancM„j.esourc.e s which they individu ally possessed^ 

There was also a fear lurking in the minds of the local farmers 
that if they did not take advantage of the situation after the 
war, they would be permanently reduced to the status of 
labourers in the factories owned by the foreign element. A 
hope also persisted in their minds that if they could make a 
success of a co-operative venture in the sugar industry, they 
would be able to persuade Government to extend irrigation 
facilities and in this way would be able to develop their 
^resources. These conditions prevailing immediately after the 
Second World War were responsible for the fruition of the 
kdea of the co-operative sugar factory in Ahmednagar district. 

Role of the Co-operatives Bank 

The local farmers round about Belapur Road in Ahmed- 
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co-operative by tbe local ofiacials of the Bombay Provincial 
Co-operative Bank. The officials of the Bombay Provincial 

Co-operative Bank knew the intrinsic sound base existing in 

this area for a viable sugar co-operative. The sound co-opera- 
tive credit system prevailing in this area was successfully 
piloted by the officials of the Bombay Provincial Co-operative 
Bank. These officials encouraged the local farmers to moot 
the idea of a co-operative sugar factory in this area. They 
held a conference of the local farmers at Belapur Eoad on 
17 December, 1945, under the presidentship of Professor D. R. 
Gadgil, the veteran economist of Poona. The result of the 
conference at Belapur Road was that the bagayatdars sent five 
applications for co-operative sugar factories to the Government 
of Bombay. 

The Conference in Bombay 

The conference was based on a firm belief that the farmers 
were now in a position to ^ collect the necessary share capital 
for the co-operative sugar factory and manage it successfully, 
liiey could derive hope from the successful working of the 
private sugar factories in the area. They^xeBed 

tance.- of .technical experts and the positive ^encouragement of 

tjie Government. The conference pointed out that there were 
154 sugar factories in the country with an output of 13 lakh 
tons while actually 16 lakh tons were required for consumption. 
The conference proposed that out of the 40 odd sugar factories 
needed for the whole country 10 to 15 factories should be 
allotted to the Bombay Province because the. total ^consumption 
of sugar in the Province was much higher than in any other 
province. They entertained a fervent hope that the factories 
would prove to be an economic proposition and, in the long 
run, also beneficial to the people in general, and the farmers 
in particular. All these considerations were put forward in 
the Draft Scheme of the Co-operative Sugar Factories pre- 
pared by the conference in 1946. The Draft Scheme proposed 
that Government should convert the existing private factories 
into co-operative ones and should hand over the lands rented 
on lease by the private factories to the owner-farmers, but 
that Government should purchase the sugarcane from the 
farmers at a price to be determined by a committee of agricul- 
turists, factory-owners and Government. 

The Scheme 

The aims and objects of the Scheme of the Co-operative 
Sugar Factories mooted by this conference could be described 
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in tiie words of the Draft prepared by the conference Itself: 
‘'The underlying idea of the whole Scheme is to ^eep the 

agriculturists , masters, .to ma ke them use 

their hereditary, skill andjpng-slanding experience and increase 

the general, production Dl agriculture,,„to raise their standard 

of living, to satisfy.. the. ..gro,wmgmee.ds.,..^^ the. country and to 

increase _the national wealth.'' The conference was not con- 
tent with the adumbration of the aims and objects of co-opera- 
tive sugar factories. The conference also framed, in detail, the 
bye-laws of the sugar co-operative. The Scheme of the Co- 
operative Factories, as formulated by the conference, bore 
a close resemblance to the Scheme of the Co-operative Sugar 
Factory later on adopted at Loni (later renamed as) Pravara- 
nagar. The resemblance was in evidence in respect of : 

(1) explicit permission to be had from the management* 
of the factory for the transfer of shares; 

(2) compulsory contribution of deposits by the members 
of the factory; 

(3) appointment of Government nominees on the manag- 
ing committee of the factory; and 

(4) government nomination of the board for the first three 
years of the existence of the factory. 

The Scheme mooted by the conference showed difference 
from the Scheme later on adopted at Loni (Pravaranagar) in 
the following respects: — 

The conference proposed to allow shares to the tenant- 
cultivators in the area which the Pravaranagar Scheme did 
not follow. The Draft Scheme prepared by the conference 
proposed to borrow loans in the form of debentures from the 
non-members. This also was not pursued by the Pravara 
Co-operative Sugar Factory. Otherwise, in several details, 
as for example the obligation of the members to follow the 
directions laid down by the factory regarding cultivation, the 
Loni (Pravaranagar) Scheme closely followed the Draft Scheme 
prepared by the Deccan Canals Bagayatdars' Conference held 
at Belapur Road in December 1945. The Pravara Co-operative 
Sugar Factory was not required to support its borrowings by 
the Government guarantee as envisaged by the Draft Scheme. 
The Draft Scheme proposed to reserve a major portion of 
profit for research in agricultural practices, for floating subsi- 
diary industries and providing amenities of modern life to the 
workers of the factory and the local farmers. The conference 
claimed special.~advantages for the proposed co-operative sugar 
factory over the private factories, viz. that tl ^ co -operative 
— ,1.4 tn Invest Tarere amounts in agricultural 
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lands and their cultivation and development and also that 
the members of the factory would already have one-sixth of 
the total land under cultivation with the jurisdiction of the 
factory. 

The Idea of Pravara Sugar Co-operative Became a Reality 

The Draft Scheme prepared by the Deccan Canals Baga- 
yatdars’ Conference at Belapur Road would have remained a 
dead letter but for the enthusiastic and active pursuit of the 
Draft Scheme by the local farmers and the oflacials of the 
Provincial Co-operative Bank. The Manager of the Bombay 
Provincial Co-operative Bank toured the whole area to examine 
the feasibility of the Draft Scheme. The local farmers and 
these Bank ofhcials did not rest content with this. They 
discussed the Draft Scheme with the then Minister of Co-opera- 
tion who himself happened to be a co-operator of long standing. 
The Minister of co-operation was convinced of the worthwhileness 
of this scheme of the co-operative sugar factories. The local 
farmers began collections for the share capital of the proposed 
co-operative sugar factory and by 1947 they collected a sum of 
Rs. 2 lakhs which was not a little sum considering the condition 
of the farmers in that area. They could persuade the economist 
of the stature, experience and sincerity of Professor D. R. 
Gadgil to accept the promotership of the proposed co-operative 
sugar factory. Even then the proposed sugar co-operative 
would not have been able to see the light of the day but for 
the coincidence of three factors. The idea of a sugar co-opera- 
tive had already been explained to the then Finance and 
Co-operation Minister of the Bombay State. He was convinced 
of the viability of the sugar co-operative not only because of 
his innate faith in the worthwhileness of co-operative institu- 
tions in the vital sector of processing of agricultural commodi- 
ties, but also the persuasive efforts of the State Co-operative 
Bank and the then Registrar of Co-operative Societies in this 
behalf. On account of the sympathetic attitude of the then 
Finance and Co-operation Minister towards the proposed sugar 
co-operative, the Bombay agreed to, contribute 

Rs. 6 lakhs towards the share capital of the proposed co-opera- 
tive sugar factory. Further, the Industrial Finance Corporation, 
of which Professor D. R. Gadgil, the promoter of the sugar 
co-operative, was a director, consented to advance a loan of 
Irs. 20 lakhs to the proposed co-operative sugar factory. The 
Villingness of the State Government and the' Industrial 
Finance Corporation to bear the brunt of the financial responsi- 
bility involved in floating the co-operative sugar factory was 
the most crucial factor in the success of the proposed Sugar Co- 
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operative at Pravaranagar. Even then pending the realisation 
of the loan to be advanced by the Industrial Finance Corpora- 
tion, intermediate financial accommodation was required and 
fthe State Co-operative Bank without hesitation proposed to 
kccommodate the factory during the inevitable interval. The 
scheme of the Pravara Co-operative Sugar Factory got going 
by the close of 1949. On 14 December, 1948 the Bombay 
Government sanctioned registration of the Big Bagaitdars’ 
(Paravara) Co-operative Sugar Factory and on 31st of that 
month the co-operative factory was actually registered. On 
account of the hard work of the Managing Committee, Govern- 
ment ofScials and the technical experts the Pravara Co-opera- 
tive Sugar Factory, which was then called the Bagayatdars’ 
Co-operative Sugar Producers’ Society Limited at Loni, could 
bring out the first bag of sugar on 31st December 1950. So 
the idea of the first co-operative sugar factory after Indepen- 
dence became a reality within a period of five years from its 
conception. 

Progress of Pravara 

The Pravara Co-operative Sugar Factory gathered strength 
within a short period of five years. By 1955, it had not only 
formally established itself but had also wanted to expand the 

plant of 450 tons set in 1950, which very soon fell short of 

the growing expectations and needs of the farmers within the 
area of the Pravara Factory. By 1955, they were in a position 
to ask for an expanded plant of ISOO^tcms. The Pravara 
Co-operative Sugar Factory was notj^nly financially a viable 
institution .but as . a co-operative also it proved to be an efii- 
cient, prudent and enlightened enterprise. It thus presented 
an inspiring example not only to the Bombay State but also 
to the country. It s et t he to ne of the development of the 
sugar industry . fr It is worthwhile quoting 

a few salient figures in regard to the achievements of the 
Pravara Co-operative Sugar Factory in 1954-55. To start with, 
the factory served an area of 14 villages. It had on its roll 604 
members of whom 567 were producer-members, 22 ordinary 
and 15 nominal. By 1954, fresh demands for shares were forth- 
coming from m.ore then 1,000 farmers. The paid-up capital 
of the factory was Rs. 16,57,800 which included the redeemable 
share capital of Rs. 6 lakhs contributed by the Bombay Govern- 
ment. The Bombay State Co-operative Bank had advanced 
a credit of Rs. 19 lakhs. In 1954-55, the acreage under crushed 
sugarcane was 1,750 acres. The acreage in 1950, i.e. during the 
first year of the factory, was 7S1 acres. In 1954-55, 84,535 tons 
nf c!iiorQrr»5ir»P ArnsTipH wTili'h workf^d Ollt at 48.9 tons Of 



The Origin of the Scheme 


7 


yield per acre. The output of sugar was 92,531 bags and the 
recovery was T1.06 _ per cent. The credit advanced to the 
members amounted to Rs. 4,85,382 for fertilizers, Rs. 20,690 
for wells and a cash-credit of Rs. 1,63,743. The factory cons- 
tructed 115 miles of roads in the area and had undertaken the 
building of an approach road of 11 miles. The factory could 
produce better varieties of sugar like 29 E, 29 D and so on 
by 1954. It could boast of a primary school, which did not 
exist before, serving 362 pupils, a high school of 250 pupils, 
telephone connections and postal facilities. 

Pravara Set a Pattern 

The Pravara Co-operative Sugar Factory was thus a pilot 
experiment which proved its worth and which the country 
thought worthwhile to emulate. As a well-thought and well- 
worked out pilot project, the Pravara Co-operative Sugar 
Factory distinguished itself from the later co-operative sugar 
factories launched in 1954 in Bombay State and in other 
States in the country. Its financial, management was scrupulous 
and its functioning was efficient Its impact on the local 
agricultural and the "regional social „„set up was exemplary and 
it could avoid severe and close Goyernment control - because „.Qf 
its self-reliant and viable character. The Pravara Co-operative 
Sugar Factory, however, set a pattern in several respects before 
the several co-operative sugar factories that came into being 
after 1954. We have an occasion to relate these details in 
the following chapter. But for the Pravara Co-operative Sugar 
Factory, the Scheme of the Co-operative Sugar Factories 
launched on a large scale in 1954 would have remained in the 
hies of the Government. 



CHAPTER II 


THE OUTLINE OF THE SCHEME 
Government's Rble r 

The Pravara venture, tiwiigh_encpuraged by. Government’s 
active and positive support; was not solely dependent for 
Inspiration on ^ the Government. It had arisen out of a move- 
ment which |iad _a strong foundation the people’s will. 
Without Government’s aSive pafticipatiori and positive support, 
the Pravara Co-operative Sugar Factory, as we have already 
seen, would not have been a reality, but the intrinsic strength 
of the Pravara enterprise lay in its voluntary character. The 
Government’s role in the success of the Pravara venture was 
concerned with the participMion. in the share capital, the 
recommendation and the inarticulate support for the medium 
term loan extended bv the Bo mba y Provincial Co-operative 
pank. The Government was also closely connected with the 
efforts, .to secum.,the pl ant from abro ad. The voluntariness of 
|bhe Pravara Co-operative Sugar Factory consisted in the 
amount of the share capital collected by the farmer-owners 
: 0 f the area. 

Government Announcement of ''The Scheme" 

The large-scale movement of the co-operative sugar 
factories that was launched in 1954 had its origin in the 
decision of the Planning Commission to increase the output 
of the sugar industry in order to cater to the increasing 
consumption of sugar in the country. The immediate target 
for the increase in sugar tonnage was 5,5 lakhs. The^Planning 
Com mission had indicated its pref erence fo r **p ro cessing"pli 5ts 
♦✓bwned._and managei„Jjy_co=openati^^^ societies’^, ^supported., by 
|he State through gra nts of licences. . and other ways. Thus, 
When in 1954 the Government of India decided to call for 
applications for licences to set up plants for the manufacture 
of sugar, the Bombay Government in turn asked the public to 
apply for licences to set up factories for sugar manufacture 
or for expansion of existing plants. The l^mbay Government 
mad already decided in favour of co- operative institutions for 
Ijonsideration in thfs * behalf^ The Press Note issued by the 
Bombay Government oh 12*"^ 1954 stated that the Govern- 

ment had already executed a rapid survey of the areas where 
adeauate cane-supply was available and where there was a 
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possibility to support econom units for the manufacture of 
sugar in order to enable a systematic utilisation of cane areas 
in the State. Because the Press Note had not prohibited private 
persons or concerns to apply for these licences, there was a 
good number of applications from the private individuals and 
concerns all over the country. The same Press Note of course 
had mentioned that the Government,, of Bombay . would, like 
^to ^tablish sugar factories on co-ope rative basis at suitable 
places and that ^Government was ready to participate in the 
share capital of these societies. The Government had publi- 
cized twelve areas in the Deccan Canal tract that were found 
suitable for the establishment of these sugar factories. (See 
Appendix I.) They were as follows: — 

1. Korhale Bk. 

2. Malegaon Bk. 

3. Sansar 

4. Ambi 

5. Karegaon 

6. Rahata 

7. Takali 

8. Dhanduri 

9. In (i) Shirol, (ii) Karvir, (iii) Hatkanangale, (iv) Kagal 
talukas 

10- In (i) Panhala, (ii) Shahuwadi, (iii) Bavade (Mahal) 
talukas 

11. In (i) Kagal, (ii) Karvir, (iii) Radhanagari. (iv) Budhar- 
gad talukas 

12. In (i) Belgaum, (ii) Khanapur, (iii) Bailhongal talukas. 

The districtwise breakdown of these twelve proposed areas 


was as follows: — 

Poona District — 3* 

Ahmednagar District — 4' 

Nasik District — 1 

Kolhapur District — 3- 

Belgaum District — 1 


The areas in the Poona district were situated on the 
Nira Left Bank Canal and those in the Ahmednagar district 
on the Pravara Right Bank Canal and the Godavari Right and 
Left Banks Canal. The rest of the areas were not situated 
on any of the existing irrigation canals. They were fed on 
the lift and well irrigation. 

Popular Enthusiasm 

The Government's preliminary efforts in 1954 when this 
larfire-scale scheme was launched were directed at creation 
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of enthusiasm in -..-the- publio_.nnn^^ the feasibility 

and the immediate possibility . of sugar factories in well- 
defined areas which were assured of secure supply of wate^* 
and the necessary quantitX-.M „ sugarcahe. The demarcation 
of defined areas in the Province in which the Government 
was interested to encourage the formation of sugar factories, 
in the first instance, was not enough. It was necessary for 
the fructification of the scheme that the people in these areas 
came forward with definite plans for the formation of co- 
operative societies. For this the people had to muster adequate 
financial resources to be able to contribute to the share capital 
of the proposed co-operative societies. The State Government, 

.therefore, thought., it ..necessary to adyise the co-operative 

officials in the _State . to . activise the people in the declared 
areas in the direction of forming the required co-operative 
societies. The necessary initiative in this respect was taken 
in some areas by the District Development Board presided over 
by the CqUector, by the co-operative institutions and the 
District Congress Committe^^^^^^ still others. The Assistant 
Registrars of Co-operative Societies were to assure themselves 
and the Government, while sending the applications of the 
public, that the areas concerned from which the applications 
were sent possessed an^adequate. supply of sugarcane and that 
the people were in a position to collect the necessary share 
capital for the purpose. The exact location and the alignment 
of the jurisdiction of the factories was to be determined by 
the Government later. The last date for reaching these 
applications was in the middle of July 1954 but the Government 
had to extend this last date for want of adequately documented 

t pplications by that date. The Provincial. Co-operative .Bank 
nd, the., cQ-operatlye. insti tutions ha d taken a very keen ^ and 
" iclose inter jthe preparati on for sending these applications. 

Three Elements of the Structure of Sugar Co-operatives 

The outlines of the scheme of the co-operative sugar 
factories proposed to be formed in the State were suggested 
by the structure of the Pravara Co-operative Sugar Factory. 
The utility of the Pravara Co-operative Sugar Factory was 
evident in 1954, when this large-scale scheme was launched. There 
were three... main elements., in regard to the structure of the 
co-operative sugar factories. Firstly, the . respective roles of 

the -Government, the Industrial Finance Corporation, the 

Central Financing Agency and the public had to be made 
clear in regard to the formation of the necessary share capital 
and the other capital needed for floating the co-operative 
isugar factories. Secondly, the ^ony>qsition of the Board of 



Directors and the Executive Committee thereof had to foe 
clarified with special re feren ce of the. .Government 

nominees.,, and...„.the!l. r epresentatives of the financing agencies, 
viz. the Industrial Finance Corporation and the Central 
Financing Agency, on the Board. While clarifying the compo- 
sition of the Board of Directors, the proportionate strength 
of the different categories of memfoers of the co-operative 
factories had to foe forought out. Thirdly, t^t-e ..position of the 
co-operative sugar fac t ory yis-a-yis the memfoers of the factory 
and the non-memfoer cultivators in the pursuit of their cane- 
growing activities and the supply of cane to the co-operative 
factory had to be definitely stated. The Pravara Co-operative 
Sugar Factory had made the position in regard to these three 
elements quite clear. The main difference between the struc- 
ture of arrangements in 1948-49 and in 1954 was with regard 
to the size of operations undertaken by the Government. 

The Ministers* Committee 

The State Government devised a Ministers' Committee at 
the State Headquarters level to iron out the difficulties and 
problems faced by the proposed co-operative sugar factories. 
The State Government also created^ a special cell in , the 

Secretariat to look . after^-^the, .-.day-to-da of the 

proposed co-operative sugar factpries. The officials in the 

districts under the Registrar of Co-operative Societies helped 
this special cell in creating a proper ground for the floating 
of the co-operative sugar factories. The Ministers’ Committee 
^nd the special cell in the Secretariat helped the Government 
In dealing with the Central Government, especially the 
. ^ Ministers of Food and Agriculture, Finance, Commerce and 
Industries, the Planning Commission and the Industrial 
Finance Corporation. The utility , „pf . the Ministers’ Committee 
aj;. .the State Headguarters^Jevjei xannot.„h.e.,.„pverstresse The 
Ministers’ Committee was better Jnformed, possessed stronger 
authority and could communicate with the institutions and the 
Departments in the State and at the Central Government with 
,speed- and -.quicker , despatch. It was a high-powered foody 
|^leh~-imuld.Jiak.e.^^ could see them through 

^ W nd CQu ld.jaersiiade_ffig_ oth^r authorities . and institutions to 
accept th ose decisions. The Ministers’ Committee consisted 
pf"™the Ministers of Finance and Industries, Co-operation, 
Revenue, and Public Works, the non-officials like Professor 
D, R. Gadgil and Shri V. L. Mehta, the eminent co-operators 
in the State, the Managing Director of the State Co-operative 
Bank, the Director of Industries and the Registrar of Co-opera- 
tive Societies. The Special Officer on Duty In-charge of 
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Co-operative Sugar Factories who formed the nucleus of the 
special cell in the Secretariat was also included in the Ministers^ 
Committee. The Ministers' Committee was a special device 
adopted by the State Government to deal with the important 
development in the State embodied in the Scheme of Co- 
operative Sugar Factories. Until the reorganisation of the 
bilingual Bombay State in 1960 the composition of the 
Ministers' Committee, as detailed above, continued unchanged. 
After the reorganisation of the Bombay State the composition 
was changed a little with the Chief Minister figuring as the 
Chairman of the Committee. Apart from the organizational 
changes necessitated by the large-scale launching of the Scheme 
of Co-operative Sugar Factories in 1954, certain changes also 
presented themselves in regard to the formation and working 
of the co-operative sugar factories in the different areas of 
the State. As long as there was only one co-operative sugar 
factory, it had not to face any kind of competition with either 
the private factories or the sister co-operative units. In 1954, 
with the launching of a dozen co-operative sugar factories, the 
problems arising out of the overlapping of areas, of the private 
sugar factories and the co-operative factories, and also of the 
co-operative factories themselves, cropped up. There was also 
the most crucial' problem of ..coHecting^^^^^^ share 

jcapitaf fori these co-oper^ive factories. The Ministers^ Com- 
Wttee and the specSll^^cein in Secretariat helped the 
Government to deal with these problems expeditiously and 
speedily. 

Economic Size of Factories 

The plants for the proposed co-operative sugar factories 
were to be of either 600 to 800 tons or 800 to 1,000 tons. It was 
decided by the State Government that the 450 ton unit set up 
at Pravaranagar was not of the economical size and, therefore, 
it should be of these bigger tonnages. The Government had 
calculated the required sugarcane acreage for a factory which 
would be able to feed the tonnage capacity contemplated by 
the Government. For 600 to 800 tons capacity-plant 2,400 
acres of sugarcane . were required and for 800 to 1,000 tons 
capacity-plant 3,000 acres of sugarcane were needed. These 
acreages were the actually cultivated acreages and excluded 
the acreage in reserve for rotation of cultivation. 

Capital Requirements 

The capital requirements were as follows: 15 lakhs of 
Rupees were to be subscribed by the farmers l”o the share 
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capital. 10 lakhs were^^ to foe contributed to the 

share capital foy the State Government and JO lakhs were to 
foe expected from the Industrial Finance Corporation as loan. 
In the course of time, on account of the rising prices of the 
foreign-imported plant and machinery, the capital require- 
ments went up in cost and consequently the loan expected 
from the Industrial Finance Corporation and the help from 
the Central Financing Agency were estimated higher. 15 lakhs 
of Rupees that were to foe raised foy way of share capital were 
to be called in three instalments: out of the total value of 
a share of Rs. 1000, Rs. 125 were to be paid immediately after 
registration (i.e. with application for share), Es. 375 before 
ordering the plant and machinery, and Rs. 250 before the 
factory started operations. The last instalment of Rs. 250 was to 
be kept in reserve as a contingent liability, pending the disburse- 
ment of the loan from the Industrial Finance Corporation. 
The Central Financing Agency was to accommodate the 
co-operative sugar factory. The Central Financing Agency had 
also to extend the necessary agricultural finance. It was not 
expected that the cost of the plant and machinery would be 
required to foe paid entirely when the order was placed. 10 
per cent of the cost was to be remitted on placing the order, 
65 per cent on trans-shipment, 10 per cent when the factory 
started operations and the remaining 15 per cent in three 
equal instalments after the beginning of the operations of the 
factory. The realisation of the people's contribution to the 
share capital of the factory was to be as follows: Rs. 5 lakhs 
before the machinery was ordered and after the licence was 
obtained, Rs. 10 lakhs (including the first lot) before the plant 
was set up and a total of Rs. 15 lakhs before the final opera- 
tions started. Provision was made in the bye-laws of the 
co-operative sugar factories for the compulsory contribution 
to the non-refundable deposits to be paid by the members to 
finance the repayment of the loans raised for block capital. 

Membership and Board of Directors 

The Government contemplated tinrae ,cat€gones . o members 
of the co-operative sugar factories. The producer-members 

were, of course, to be the mailkhulk. of the membership. The 

^ 9 XdinaryiL.m£:mfoership reserved for the othetL. co-operative 
institutions like the co-operative credit societies, co-operative 
marketing societies, and so on, in the area, while the JiHominar 
membershm j was devise d for the, contractors and other persons 
pnnnecte j, •odt.h for the convenience of the 

operations of the factories (viz. to obviate filing of the disputes 
with the courts of law). The Government devised representa- 
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tion on the Board of Directors for itself, for the Industrial 
Finance Corporation and for the ^^ntral Financing Agency, 
as a kind of guarantee of the proper utilisation of the huge 
financial investment made by these authorities. In the cir- 
cumstances in which the co-operative sugar factories were 
launched in 1954, there was perfect justification for this 
officiar representation on the Board of Directors of the co- 
operative sugar factories. It could have been argued that 
this militated against the genuinely democratic character of 
these new institutions. But the financial stakes involved in 
these institutions were too important and too big to be left 
unsecured. The expectations of the general public from these 
co-operative ventures were also very high, and in case the 
working of these co-operative ventures had gone wrong, the 
faith of the public in the viability and soundness of the co- 
operative institutions would have been affected. As among 
the different categories of members, representation was divided 
in the prQpQrtiQ:a^.iff.A^^^^ for t he producer and the ordinary 
members. The bye-laws of the co-operative sugar factories also 

ensured pro|3er repreaentation_pf_ the_ and small farmers 

inter-se. The^ size of the Board of Directors was kept within 
a manageable proportion. The l^anaging Director who was 

to be . appointed ^vith the Government consent was also included 

in the Board of Directors in brdm* to provide for quick and 
efficient handling of the day-to-day problems. An Executive 
Committee o% five members was devised. It was also laid 
down that the' Chairman of all the first nominated boards of 
the co-operative sugar factories should be outsiders having 
requisite knowledge and capacity to ensure an impartial hand- 
ling of their operations. The first^Board of -Directors for the 
first..Ahree„tp„_fiYe-^^^^ be nominated by Government 

to allow for the proper constitution of the Body of Shareholders 
and also to obviate unnecessary complications arising out of 
factious elections. Every member was obliged to supply his 
c ulti vated sugarcane to the factory. A aL^5 acres was 

also prescribed for the cultivation of sugarcane and its supply 
to the factory by a member. If needed, the factory was free 
to take cane produced in more than^‘25 acres by a member. 

Some OUigations of the Sugar Co-operatives 

For ensuring proper and efficient cultivation of sugarcane 
on scientific basis, it was laid down that e^.ery member ought 
to follow the directions, the co-operative sugar factory wij;h 
Regard to agricultural activities. This had a special significance 
in the context of the assurance by the factory to lift the 
cultivated sugarcane on the field and to transport it from 
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the held to the factory. This compelled the factory to arrange 
^for the phased cultivation, harvesting and transport of sugar- 
cane eX“field to the Tactofy. The scope of directions by the 
factory to the cane-growers regarding cane cultivation varied 
from factory to factory. The Pravara Co-operative Sugar 
Factory was the model in this respect. The other co-operative 
factories were slow to do worthwhile in this respect. The 
factories were also obliged to impose a ceiling of 25 acres on 
the member’s cultivation as far as his supply to the factory 
was concerned. The factories were under a moral obligation 
to create suitable conditions for the small cultivator members 
to improve their cultivation practices and expand their cane- 
acreage and also for the non-member small cultivators to 
enter the membership of the co-operative factories. 

Problems Tackled by the Ministers* Committee 

The Ministers’ Committee was possessed of the important 
problems confronted by the Government in the process of the 
formation of the co-operative sugar factories. Before proceed- 
ing to pinpoint the problems with which the Ministers' 
Committee dealt it would be proper to mention the process 
through which the co-operative sugar factories had to go until 
the beginning of their manufacturing operations. The 
Ministers’ Committee was continuously concerned with the 
scheme of the co-operative sugar factories, right from the 
preparation for the sending in of applications for licences to 
set up the manufacturing units till the beginning of sugar 
production and the conduct of operations of the factories for 
the first few seasons and the realisation of the first few 
instalments of the loans extended by the financing agencies 
and of the benefits of the processing of sugar to the members 
of the co-operative concerned. Thus, the Ministers’ Committee 
handled various problems such as the collection^of share capital 
by the. members of the mooted co-operative sugar factories, 
iLhe processing of applications for lic^ set up sugar 

factories, the request to the Industrial Finance Corporation for 
loans to finance «.the purchase of _ manufacturing plants, the 
acquisition ~ of the necessary, import licences -for -the ordered 
machinery and plant from foreign countries, tlj^e^arrangements 
for the medium term loans from -the Central Financing Agency, 
t]ie placing” of^orderS' as per specifications with foreign firms 
and the negotiations of pr ices of plants. The Ministers’ 
Committee had to go through in detail with the proposal for 
the establishment of factories for the manufacture of sugar. 
Even though the broad alignment of the areas where the 
proposed co-operative sugar factories were to be situated had 
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already been determined by the Government, there was a 
great scope for variations in the exact demarcation of these 
areas. This demarcation had to be done in the light of the 
locations of the existing private sugar factories and of the 
proposed neighbouring co-operative units. The co-operative 
sugar factories had to obtain licences to set up the manufactur- 
ing units before they could speed up the collection of share 
capital. After the licences were obtained from the Ministry 
of Commerce and Industries whose Licensing Sub-Committee 
decided the grant of licences, the co-operative sugar factories 
accelerated the process of collecting share capital. In, the 
meanwhile, the Industrial Finance Corporation was approached 
for the grant of loans for the purchase of the manufacturing 
plants, and until the Industrial Finance Corporation conceded 
the request for loans, the co-operative sugar factories did not 
move for the purchase of plants and machinery from abroad. 
GHH, BMA and Buckau Wolf from West Germany were the firms 
which offered to produce sugar-producing plants to the speci- 
fications. There were a great many hurdles to be crossed before 
the ordered plants and machinery reached the destination. 

Until the loans sanctioned by the Industrial Finance 
Corporation were realised, the sugar factories had to obtain 
the jecessarx, accommodation in the interval from the, Bombay 
State . Co-operative Bank. The Bombay State Co-operative 
Bank was also given guarantee for the medium term loans by 
the ^ State Bank. The designing of the layout of the factories, 
the construction of civil works and the erection of the plants 
and machinery also presented difficulties. 

Securing Personnel for the Factories 

The procure men t oLJbh e techni cal personnel was. . handled 
Jby the Federation of the^„ Co-pperatiye Sugar Factories that 
was sponsored by the State Co-operative Bank and the Ministers^ 
Committee in consultation with the Sugar Technological 
Institute at Kanpur and the sugar factories in the country. 
FgoL securing.. Jbhe admihistrathre . pem^ State Govern-* 

ment came handy; the retired administrative officers and 
Army personnel and the tried technical hands from other 
sugar factories- placed their services at the disposal of the 
co-operative sugar factories. The problems arising out of the 
relationship between the Government-approved Managing 
Director and the popular representatives on the Board of 
Directors, so also between the Government and the Board of 
Directors, were crucial. The success of the operations of the 
co-operative sugar factories depended upon happy relations 
between the Managing Directors and the farmers' representa- 



The Outline of the Scheme 


17 


tives on the Board of Directors. The starting of a number of 
co-operative and private sugar factories in the State and the 
country as a whole created attractive opportunities for the 
technical personnel. There was a tendency for the technical 
personnel to move from one factory to another in search of 
better employment opportunities and conditions of service. 
The factories were also faced with the problems of procurement 
of raw materials, fuel, water-supply, and so on. 

Federation of Sugar Co^-operatiuesi 

The Ministers^ Committee and the Bombay State Co-opera- 
tive Bank sponsored the establishment of the Federation of 
the Co-operative Sugar Factories, of which the co-operative 
units in the State became members. There was some kind of 
division of work between the Ministers' Committee and the 
Federation of Co-operative Sugar Factories. Tie Federation of the 
^Co-operative Sugar Factories dealt with the common problems 
!faced by the co-operative sugar factories such as the securing 
of services of administrative and the technical personnel, 
their scales of pay, the obtaining of advice on technical matters 
from the Sugar Institutes, the procurement of supplies of raw- 
materials, spare parts, iron and steel, cement and such other 
scarce materials. 

Cane Price 

The determination of the cane price was a very complicated 
issue faced by the co-operative sugar factories. The Ministers' 
Committee was possessed of this issue at the close of the 
crushing season every year. The private sugar factories had 
not to cope with this issue because they had either taken lands 
on leases or had to pay the fixed cane price to the cane-growers. 
The members of the co-operative sugar factories were under an 
obligation to supply sugarcane to the co-operative units and 
they had to accept the cane price which was the residual 
, .on the proceeds of the cp-pperative sugar factories. 
The size of this residual claimant was ...delermlned after, the 
working expenses, the repayment j)f_instalments of loans, the 
reserves, ‘7 jhe.„ ’depreciation, . nh^ges* -™the„„bPhus,^^ and Jhe funds 
for research, deyelopm^ and ^e ducation were decided upon 
by the co-operative suga r factories. The members of the 
co-operative sugar factories naturally expected ..a very high 
cane_pricej they compared the cane price which they got with 
the cane price offered by the private sugar factories to their 
cane-growers. The Ministers' Committee had to tackle this 
issue very carefully taking into consideration the long-term 
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interest of the co-operative sugar factories, the exigencies of 
the pressing demands by the financing agency and the interest 
of the State which ultimately stood as the bulwark to these 
co-operative concerns. 

Preliminary and Ancillary Issues before the Ministers' Com- 
mittee 

Besides these problems with which the Ministers' Com- 
mittee and the Federation of the Co-operative Sugar Factories 
had to deal, there were certain other preliminary and ancillary 
issues which the Ministers' Committee had to tackle. The 
|Ministers’ Committee had to take a decision with regard to 
|;he position of the private sugar factories vis-a-vis 
the proposed co-operative sugar factories in the context 
of their applications for licences to set up new manufacturing 
units or to expand existing ones. The Ministers' Committee 
had also to define its attitude in relation to various subsidiary 
issues regarding the share capital and the share-holders of 
the proposed co-operative sugar factories. They had to take 
a decision regarding the possibility of tapping resources of 
the Land Mortgage Banks of the State for loans to the 
members of the proposed co-operative sugar factories for 
contribution to the share capital. The problem of the tenants 
of the leased lands as well as that of the claimants for irriga- 
tion blocks were also before the Ministers’ Committee. 

Issue of Licences for Private Concerns 

The Ministers’ Committee decided once and for all that in 
the light of the policy of the State Government to support 
the co-operative institutions in the field of sugar manufacture, 
the private sugar factories should not be allowed to set up new 
plants .,?r /to expand " They proposed instead 

that the existing private ^ units^ shauid be con- 

verte4.-.into.-xo-operatiye^ umts. When the private concerns 

argued for allocation of new cane areas, the Ministers' Com- 
mittee met the argument by pointing out that the proposed 
co-operative units could very well be accommodated within 
those cane areas. So JL was only in Yery...nare cases that the 
Government. Df.India decided to grant licences for the expan- 
sion . of -the - existing “'units owned_„ by private concerns, 
in the cases of private concerns whose applications 
for new licences were granted by the Government of 
India, the_ State „Gpy eminent -ultimately took the stand, that 
they would not guarantee-..the„ supply of adequate sugarcane 
to the private concerns. The example of the Ravalgaon Farms 
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was a case in point. The Ravaigaon Farms were granted a 
licence for the expansion of the existing unit of B50 tons per 
day to 1,200 tons per day. The grant of this iicence was sanc- 
tioned by the Government of India inspite of the declining by 
the State Public Works Department of irrigation facilities to 
the area proposed to be brought within the Jurisdiction of the 
Ravaigaon Farms. The State Government refused to assure 
cane supply on behalf of the farmers to the Ravaigaon Farms. 
The State Government insisted that the Ravaigaon Farms 
should, enter into an agreement with the cane-growers to 
purchase their cane during the next five years at the price fixed 
by the Central Government. The cane-growers were to 
organize themselves into cane supply societies for this purpose 
as also for the State Government. The State Government and 
the Ministers’ Committee were opposed to the grant of the 
licence for expansion to the Ravaigaon Farms because they 
feared that this would come in the way of the proposed' 
co-operative sugar factory at Dabhadi. Similarly, the Ministers’ 
Committee thought that the proposed Rahata Co-operative 
Sugar Factory would not come into existence, if the existing 
private sugar factories at Laxmiwadi and Sakarwadi were 
allowed to expand. 

Stibsidiary Issues 

Tlie subsidiary issues with which the Ministers’ Committee 
dealt were: — 

(i) What should be th^]^ contribution 

to the share capital — ^ should it be fiat contribution or 
related to tonnage? 

( ii ) 'g’he.ther . .the ... co-operative- sugar factories should be 
allowe^d. -to.. issue. ..shar^^^ „at premium. Whether the 
"entire amount of premium should be carried to the 
reserve fund or utilised for the redemption of the 
share capital contributed by the State Government. 

<ih) When on the sagging of the Jaggery prices, the drive 
for collection of share capital slackened, whether the 
operations of the co-operative units should be narrowed 
down or Government commitments should be broadened. 

<iv) How many members in the Joint family should be 
allowed to hold shares in the co-operative factories. 
Whether a member should be allowed to hold shares 
in more than one factory. 

<v) Whether Phadkaries (persons who had taken keen 
interest in sugarcane cultivation) in Kolhapur District 
should be admitted as share-holders. 
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(vi) In; tlie cases of co-operative sugar , factories who had 
expressed their inability to ^ have shares of higher 
values, whether value of each share should be reduced 
from Rs. 500/- to Rs. 125/- each. 

In regard to all these subsidiary issues the Ministers* 
Committee decided to adopt a liberal attitude and give conces- 
sions, The Ministers' Committee pressed the claim of the 
members of the co-operative sugar factories in regard to the 
grant of new irrigation blocks and also held that holding of 
large Irrigation blocks by big farmers was undesirable. 

...purpose -McH^tgage Ba nks was_ to. . help 

the farmers iii.jthe-development of t heir lands. The Ministers' 

Committee was for some time in favour of allowing the Land 
Mortgage Banks to advance loans to the farmers to enable 
them to contribute to the share capital of the proposed co- 
operative sugar factories, p was ultimately decided that . such 
permission would not be in conformity with the fundamental 
purpose of the Land Mortgage Banks and would negative the 
very purpose of the co-operative sugar factories. 
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FROIECTS UNDER THE SCHEME 


Projects before 1954 

Prior to 1954, Pravara Sahakari Sakhar Karkiiana Ltd. at 
Pravaranagar and Kopargaon Sahakari Sakhar Karkhana Ltd. 
at Kolpewadi in Kopargaon Taluka of Ahmednagar District 
were registered under the Bombay Co-operative Societies Act, 
1925. Out of these two factories, Pravara Sahakari Sakhar 
Karkhana Ltd. completed its erection work and commenced 
production of sugar in 1950. At the time of the issue of the 
Press Note of the Government of Bombay to which a reference 
has been made in Chapter II, Kopargaon Sahakari Sakhar 
Karkhana Ltd, was in its preliminary stages. Although it was 
registered prior to the issue of the Press Note, it was included 
as one of the projects for the First Five-Year Plan. 


After 1954 

In the Press Note issued by Government in June 1954, 
Government indicated 12 sites, which were considered suitable 
for the establishment of sugar factories. However, on receipt 
of representations from some parties that a few other areas 
were also suitable for setting up sugar factories, another Press 
Note was issued in July 1954 wherein it was pointed out that 
Government would be prepared to examine schemes even from 
those areas which were not indicated in the first Press Note. 
Out of the 12 areas mentioned in the first Press Note 10 were 
tentatively approved by sGovernment in the first instance. In 
addition to these, a proposal from Baben (in Gujarat) which 
was not included in the original list of the sites selected by 
Government was also approved. The ten proposals at the 
following places were approved as:-— 


(1) Malegaon 

(2) Sansar 

(3) Korhale 

(4) Rahata 

(5) Karegaon 

(6) Rahuri 

(7) Ghotawade 

(8) Kodoli 

(9) Mugut Khanhubli 

(10) Malegaon Baglan 


Poona District 
Poona District 
Poona District 
Ahmednagar District 
Ahmednagar District 
Ahmednagar District 
Kolhapur District 
Kolhapur District 
Belgaum District 
Nasik District 
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Apart from these 11 proposals, (including Baben), applica- 
tions were received from 9 more areas for establishment of 
sugar ..factories. These areas were as under.: — . 


,(1) Ichalkaranji 

(2) .. Kale,. 

(3) Murgod' 

(4) Sankeshwar 

(5) Uchgaon 

(6) Julewadi 

(7) Bulsar 

(8) Kasbe DigraJ 

(9) Hangai 


— Kolhapur District 

— Kolhapur District 

— Kolhapur District 

— Belgaum District 

— Belgaum District 

— North Satara District 
— - Surat District 

South Satara District 

— Dharwar District 


In the meeting of the Ministers’ Committee held on 17 
September 1954, out of the above 9 proposals, Ichalkaranji and 
Sankeshwar were examined and approved by Government. The 
schemes at Murgod and Korhale were rejected by Government 
in the same meeting on the ground of inadequacy of cane 
supply in the areas. The schemes at Kale, Uchgaon, Kasbe 
Digraj and Bulsar were tentatively approved. 

The applications for these projects and two more applica- 
tions from Kopargaon Bahakari Sakhar Karkhana Ltd. at 
Kolpewadi and Shri Ram Sahakari Sakhar Karkhana Ltd., 
Phaltan, came up for consideration before the Licensing Sub- 
committee appointed by the Government of India. The 
Licensing Sub-Committee toured the State of Bombay in the 
middle of October 1954 to examine the feasibility of these 
projects. Thereafter, in 1954, Government of India granted 
licences to the following 10 projects for the crushing season 
1956-57:— 


(1) Kolpewadi (Kopargaon) 

(2) Eahuri 

(3) Karegaon 

(4) Kodoli 

(5) Ghotawade 

(6) Ichalkaranji 

(7) Julewadi 

(8) Malegaon 

(9) Sankeshwar 

(10) Baben 


— Ahmednagar District 

— Ahmednagar District 

— Ahmednagar District 

— Kolhapur District 

— Kolhapur District 

— Kolhapur District 

— North Satara District 

— Poona District 

— Belgaum District 

— Surat District 


Out of these 10 projects one at Kolpewadi, viz. Kopargaon 
Sahakari Sakhar Karkhana Ltd., was already registered prior 
to the grant of the industrial licence. Others were registered 
under the Bombay Co-operative Societies Act, 1925, as and 
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wMen they had collected the minimum share ' capital of Rs. 6 
lakhs. Sansar and Mugut Khanhubli which were approved 
by the State Government and which were not granted licences 
were informed to renew their applications after some time again. 
Subsequently Sansar obtained an industrial licence on 29 March, 
1956.: 

When the industrial licences were granted to the above 
projects, the following proposals were still ■ under examination 
of the State Government: ■ 

(1) Phaltan (2) Rahata' <3) Maiegaon Baglan ' (Nasik 
Edstrict) 

Subsequently, at the close of the year 1955, all these three 
projects, viz. at Phaltan, Rahata and Melegaon Baglan ' (subse- 
quently the site chosen was at Babhadi), were granted 
industrial licences. 


Projects during the First Plan 

Thus in the First Plan the following projects were granted 
Industrial, licences and they were registered under the Bombay 
Co-operative Societies Act 1925 during the First Plan period:—- 


Project 

(1) Kopargaon Sahakari Sakhar Kar- 
khana Ltd., Kolpewadi 

(2) Shrl, Ram, Sahakari Sakhar Kar- 
khana Ltd., Phaltan 

(3) , Rahuri Sahakari Sakhar Karkhana 
'„"Ltd.,' Rahurl A, 

(4) :"Karegaon ' 

',(5) ''Maiegaon^.' 

(6) 'Rahata , 

(7) 'Krishna, Julewadi 

. (S), Shri Ghhatrapati, Sansar' . ' 

(9) Girna, Dabhadl (Maiegaon Baglan) 
<10) Warna, Kodoli 

(11) Panchganga, Ichalkaranji 

(12) Bhogawati, Ghotawade 

(13) Khedut, Baben 


Date of 
Registration 

' 4 June'19'53' 

24 July 1954 

3 November 1954 
1 December 1964 
24 February 1955 
3 March 1955 
28 July 1955 
6 August 1955 

8 August 1955 

27 September 1965 
1 October 1955 
18 October 1955 

9 December 1955 


Thus at the en d of the First Five-Year Flan, there were 
14 , co-operative sugar facto ries in the th en Bombay, 
these 14 co-operative sugar factories, Pravara commenced its 
production on 3 December 1950 and Kopargaon on 15 February, 
1956, that is to say, prior to the beginning of the Second Plan 
two co-operative sugar factories in the State went into 


s F ^-3 
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production. The remaining 12 projects, although registered 
under ■ the Bombay Co-operative Societies Act, 1925 during the 
First Plan, were actually set up during the Second Five Year 
Plan period for it took sometime for the machinery to reach 
the sites and start working. Six factories, viz. Rahuri, Kare- 
gaon, Rahata, Malegaon, Baben and Shri Ram, placed their 
orders for machinery during the First Plan period but machi- 
nery was received and erected during the Second Plan period. 
Shri Chhatrapati Shivaji (Sansar ) purchased the old plant 
of Pravara and erected it during the Second Plan period. All 
the remaining factories from the First Plan placed their orders 
for machinery in the first year of the Second Five Year Plan 
as follows: — 

Girna 
Bhogawati 
Warna 
Panchganga 
Krishna 

During the First- Plan -P^^ before 1 March, „1956, 

.GQvernme^ contribut ed R s. 10 lakhs as share capital for each 
factory. " ' 

Second Five-Year Plan 

At the commencement of the Second Five-Year Plan, the 
following proposals were pending with the State Government:— 

Maharashtra Region 

(1) Niphad 

(2) Takli 

(3) Kale 

(4) Bidri 

(5) Korhale 

(6) Manjri 

(7) AkluJ-Bavda 

(8) Kasbe Digraj 

(9) Mhaisal 


Gujarat Region 


(1) 

Kodinar 

— Amreli District 
proved) 

(Already 

ap- 

(2) 

(3) 

Gandevi 

Bulsar Pardi 

— Surat District 
proved) 

— Surat District 

(Already 

ap- 


— Nasik District 

— Ahmednagar District 

— Kolhapur District 

— Kolhapur District 

— Poona District 

— Poona District 

— Shoiapur District 

— South Satara District 

— South Satara District 


} Placed orders for machinery with M/s. 
BMA on 18 October, 1956 

} Placed orders for machinery with M/s. 
B. Wolf on 17 January, 1957. 

Placed orders for machinery with M/s. 
Walchandnagar Industries in 1959. 


(3) Bulsar Pardi 
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Karnatak Region 


(1) Sankeshwar 

— (Already approved and granted 

.licence) 

(2) Jalalpur 

— Belgaum District 

(3) Mugut Khanhubli 

— Belgaum District 

(4) Dchgaon 

— Belgaum District 


In the meeting of the Ministers' Committee held on 6 June, 
1956, it was agreed that while considering the auestion of 
establishing new co-operative sugar factories, the cases of 

districts, which had no co-^operaUve ^ ,ail and 

where there were possibilities of establishing such factories, 
should be given preference over, proposals from districts which 
had already got such factories, established or about to be 
established. 

In the meeting held on 23 August, 1956, the most feasible 
cases were only approved. Out of the five units for establish- 
ment of co-operative sugar factories alloted to the State of 
Bombay, one was allotted to Karnatak region and proposals 
for the establishment of two co-operative sugar factories in 
Gujarat region were already approved. Out of the seven 
technical reports placed before the Committee, it approved the 
following two proposals only: — 


(1) Bidri-Murgod — Kolhapur District 

(2) Dhamni — South Satara District 

Others were informed not to go ahead for collection of 
share capital, etc. 


Thus during the Second Bive-Year Plan, the following co- 
operative sugar factories were registered under the Bombay 
Co-operative Societies Act, 1925:-— 

(1) Kodinar 
K2) Gandevi 
1(3) Dhamni (Shetkari) 
b) Bidri 
K5) Sankeshwar 


— (Gujarat) 

— (Gujarat) 

— South Satara District 

— Kolhapur District 

— Belgaum District 


After the reorganisation of the states on 1 November, 1956, 
Sankeshwar factory was allotted to Mysore State. Prior to 
that, it was merely registered, no other action was taken. Even 
the share capital was not contributed by Government. Out of 
the remaining four factories, Government had contributed the 
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amount of Rs. 10 lakhs towards the share capital of Kociinar 
and Shetkari during 1956-57 and Rs. 8 lakhs towards the share 
capital _ of Gandevi factory. Subsequently in the year 1959-60, 
the ' amount of Rs. 2 lakhs was contributed towards the share 
capital of Gandevi factory. 

During the first year of the Plan, Shetkari and Kodinar 
placed their orders for machinery with M/s. BMA and got 
their plants in time, erected them and went into production 
during the Second Five-Year Plan period. 

On account of the stringent import licence policy, Gandevi 
and Bidri could not make much progress. On 6 August, 1959, 
the Government of India issued the following Press Note: 

In view of the likely increase in consumption of sugar 
in the country during the Third Five-Year Plan and 
the time required for establishment of new capacity 
after the grant of licences under the Industries (Deve- 
lopment & Regulation) Act, 1951, the Government of 
India have decided to license additional capacity in the 
sugar industry. The additional capacity to be installed 
may take the shape of expansion in existing units and 
of establishment of new factories. 

As sugar is covered by the Industries (Development & 
Regulation) Act, 1951, applications giving full details 
should be made to the Ministry of Commerce and 
Industry in the appropriate forms prescribed under the 
Act,... 

On publication of the Press Note it was decided to take up 
the following projects immediately: — 

(1) Bidri — Kolhapur District (It could 

not obtain an import licence 
during the Second Plan pe- 
, , riod). 

(2) Kumbhi Kasari 

(Kale) — Kolhapur District 

(3) Someshwar (Korhale) — Poona District 

(4) Yeshwant (Akluj) — Shoiapur District 

(5) Takli — Ahmednagar District 

All these projects were approved by the Ministers^ Com- 
mittee in its meeting held on 1 September, 1959 and 23 
September, 1959. The first one at Bidri was already approved 
and registered under the Bombay Co-operative Societies Act 
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in 1056, the next two, viz. Kumbhi Kasari and Someshwar, 
were approved on 14 September, 1059, and the remaining two, 
Yeshwant and Takli, on 23 September, 1059. After receipt of 
draft licences all these four sugar co-operatives were registered 
on the dates shown below: — 

Project Date of registration 


(1) Kumbhi Kasari 

(2) :'Someshwar 

(3) Yeshwant 

(4) Takli 


2D June 1960 
20 June 1960 
20 June 1980 
28 October 1960 


Thus all these projects were registered in the Second 
Five-Year Plan. 

The Ministers* Committee in its meeting held on 
9 February, 1960 considered the following projects:— 


(1) Shirala (Shahuwadi 

area) 

(2) Mphad 
<3) Shrigonda 

(4) Manjri 

(5) Kedgaon 

(6) Kalambar 

(7) Bulsar 

(8) Chanda 

(9) Bhandara 

(10) Mula Canal Area 

(11) Bhilawadi 

(12) Sangamner 

(13) Nampur 

(14) Shahada 

(15) Dongerkada 

(16) , Kallam ■ 

(17) Kannad 

(18) Bhadgaon 

(19) Sakri 


South Satara District 
Nasik District 
Ahmednagar District 
Poona District 
Poona District 
Handed District 
(Gujarat) 

Chanda District 
Bhandara District 
Ahmednagar District 
South Satara District 
Ahmednagar District 
Hasik District 
West Khandesh District 
Parbhani District 
Osmanabad District 
Aurangabad District 
East IChandesh District 
West Khandesh District 


Out of these 19 projects the first 6 were approved and last 
2 were kept pending for further investigation. The rest were 
rejected on the ground of inadequacy of sugarcane acreage in 
a compact area. Subsequently in the meeting held on 1 June 
1960, Sakri project was also approved. Thus the following 7 
projects were recommended for grant of licences: — 
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(1) Sliiraia (Shahuwacii area) 

(2) -Nipliaci ■ 

(3) ahrigonda 

(4) ' Manjri . ' , 

(5) Kedgaon 

(6) Kalambar 
(?) Sakri 

Out of these 7 projects Niphad project obtained an indus- 
trial licence and it was registered on 26 January, 1961. The 
remaining 6 projects are still pending with the Government of 
India. . 

Third Five-Year Plari 

Government of India fixed a quota of seven sugar factories 
to be set up during the Third Five-Year Plan. Six projects 
which were recommended during the Second Five-Year Plan 
period have not as yet been granted industrial licences on 
account of the Government policy of not licensing any more 
additional capacity in the sugar industry. 

In November 1962, Government of India intimated that 
future grant of additional capacity would be considered under 
certain circumstances. On receipt of this communication the 
following projects in order of priority were approved by the 
State Government and recommended to the Government of 
India, 

(1) Shiraia (Shahuwadi area) 

(2) Kalambar 

(3) Sakri 

(4) Dhoki 

(5) Sangamner 

(6) Manjri 

(7) Dongerkada 

(8) Gillod-Sindkhed-Dhond 

(9) Kedgaon 

However during the Third Five-Year Plan period no sugar 
co-operative has so far been registered. 

Considerations in the Approval of the Projects 

At the outset of the Scheme in 1954, the Government chose 
the most suitable sites for locating the co-operative sugar 
factories. Among the projects taken up for consideration later, 
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there was no priority fixed by the Government. As the projects 
were proposed by co-operatives and other public Institutions, 
they were scrutinized by the Registrar of Co-operative Societies. 
The Ministers* Committee took decisions in regard to these 
projects on the basis of the technical reports furnished by 
the Registrar. The limit on the projects wWc^ 

State Government could recommend to the. Government of 

India was determined .by the amount 

the Government of Ind ia to the State Government for disburse^ 
ment as contributipn to the share capital of the . indiyidual 
factories. The Ministers* Committee^.. ..however ^-..exceeded. 

^ limit in rejcommending projects from time to time to the 

Government of India. 

Technical Reports 

The main factors discussed in the technical reports per- 
taining to the individual projects were the -availability—^^^ 

adequate , supply of . sugarcane^4thin....the.J^^ of the 

p:oj.ects, average yield of su gar , suitability. of. location, the. 

strength and viability .of the co-operative institutions in the 
areas to be covered by the projects. (Vide Appendix II for a 
technical report.) The factor of the availability of sugajcane 
was scrupulously examined during the initial years of the 
Scheme. But as the pressure of the different regions and areas 
for conceding their claims for co-operative sugar factories 
developed, the consideration a ctp.r...... was As 

it has been observed in the previous chapter the claims of the 
private factories for expansion of their units were not allowed 
to stand in the way of the proposed co-operative units. The 
overlapping areas of the neighbouring co-operative units 
was also not attached undue importance if the minimum 
tonnage of sugarcane was available. The creation oOrrlgatlon 
facilities through newly-dug canals,, lift .irrigatmn^^s^ and 

wells augmented sugarcane jsupphes„m. different areas of the 
jState. This enabled them to put forward their claims with 
redoubled vigour. The paucity of efforts to collect share 
capital and disputes among shareholders regarding the exact 
location of the factory hampered the progress of the projects 
in a few cases. All the projects which were recommended by 
the State Government did not secure sanction of the Govern- 
ment ^ of India in the first scrutiny; some projects mooted 
during the First Plan got clearance during the Second Plan, 
while a few had to wait till the Third Plan, 
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Special cell in the Secretariat 

A reference , lias already been made to the special cell 
created , In the Secretariat to deal with the problems of the 
proposed . co-operative sugar factories. The office , of the 
Registrar of Co-operative Societies, which was located at Poona, 
was naturally' in favour of the creation of the cell in that 
office, directly under' the Registrar's guidance and supervision 
rather than in the Secretariat at Bombay. This alternative ' 
was favoured by the Registrar's office because it was believed 
that the Scheme of co-operative sugar factories belonged 
properly to the Registrar's Department and that it should be 
kept informed of the day-to-day developments, the progress ^ 
and the broad problems in regard to the proposed co-operative 
sugar factories. The creation of the special ceil in the Secre- 
tariat, it was feared, was going to affect the Registrar's stature 
as Head of the Co-operative Department within whose Juris- 
diction the Scheme of the co-operative sugar factories fell. 
The work of preparation for the registration of the proposed 
co-operative factories had to be done mainly by the Assistant 
Registrars in the State who were the field officers of the 
Registrar of Co-operative Societies. The promoters of the 
proposed co-operative sugar factories approached the Registrar's 
Department every now and then but they were helpless in the 
matter, as they did not know much about the progress of the 
proposed co-operative sugar factories. An additional factor 
in favour of the location of the cell in the office of the 
Registrar of Co-operative Societies was that the Scheme of co- 
operative sugar factories was not the first of its kind and 
that the Registrar's office had occasions to handle schemes of 
industrial co-operatives which were connected with the Govern- 
ment of India in various ways. On these occasions it was 
expected that the Secretariat of the State Government should 
have helped the Registrar's office in coping with the problems 
of the proposed co-operative sugar factories and especially in 
handling matters with the Government of India in this 
connection. 

On the other hand, it was maintained by the Development 
Department in the Secretariat of the State Government that 
the creation of the special cell in the Secretariat was necessary 
on the ground of the expeditious disposal of the problems of 
the impending co-operative sugar factories especially during 
the period of the first few years. 

The Development Department of the Secretariat was 
prepared for the transfer of the special cell later to the 
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Registrar's oJOace but only when the proposals of the co-opera- 
tive sugar factories were on their way. A strong plea was 
made by the Development Department for the continuance of 
the special cell in the Department. In support, the Develop- 
ment Department quoted the examples of the special cells, 
which were created in the Government of India to handle 
problems and issues of emergent character but were dissolved 
later when the special needs were over. The dihiculties 
confronted in connection with the obtaining of licences from 
the Government of India, the necessary loans from the 
Industrial Finance Corporation, the licences for import from 
foreign countries, and so on, had to be handled by the Indus- 
tries and Development Department and not by the office of the 
Registrar of Co-operative Societies. Further, the Development 
Department argued that the Scheme of the co-operative sugar 
factories was discussed by the Ministers' Committee which 
happened to meet at the Secretariat in Bombay and which 
had the Officer on Special Duty in the special cell in the 
Industries and Development Department as its Secretary. For 
the expeditious disposal of the day-to-day problems and 
correspondence in the matter, it was contended that the 
location of the special cell in the Secretariat was essential. 
The Development Department assured the office of the Regis- 
trar of Co-operative Societies that it would be kept informed 
from time to time of the developments regarding the Scheme 
of the co-operative sugar factories and that the registration 
of co-operative sugar factories would be handled by the 
Registrar's office as it was within its sphere, A further argu- 
ment was pressed in defence by the Development Department. 
The creation of the special cell had been asked for by the 
Secretary and hence its continuance in the Secretariat was 
perfectly justified. The Registrar's office could ask for the 
creation of another special post. But in the meanwhile, the 
Development Department urged the continuance of the special 
cell in the Secretariat was essential. 

The special ceil existed in the Secretariat for the first two 
years since the inception of the Scheme of the co-operative 
sugar factories. Later, it was replaced by a special post of the 
Joint Registrar of Co-operative Societies, sugar factories. But 
by that time the scheme of co-operative sugar factories was 
well on its way. 

Officer On Special Ditty 

The functions of the Officer on Special Duty for this scheme 
v;ere to investigate the feasibility of the projects in the scheme 
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and to visit the areas of the projects,, to help the Assistant 
Registrars in their drive to collect the necessary share capital, 
to visit New Delhi for securing the necessary licences for the 
co-operative sugar factories, and' also for obtaining sanction for 
loans' from the Industrial Finance Corporation, and the Govern- 
ment -of India. The Special Officer on Duty not only looked 
after these^ functions very well but he also participated in the 
meeting of the Licensing Sub-Committee at Bombay held in 
October 1954 to consider the applications for licences of the 
projects in the State. He also accompanied the Licensing Sub- 
committee in their tours of the areas of the projects in Poona 
and Kolhapur Districts. The special cell created in the Secre- 
^ tariat thus helped the realisation of the Scheme of the co- 
operative sugar factories. 


CHAPTER rv 


THE FINANCIAL PATTERN 
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Alternatives to Co-operative Form 

The alternative for the scheme of co-operatives, as far as 
the financial arrangements were concerned, could have been 
either the Government companies or Government ^^articinatimL 

in private sugar iactories 3vith ^r,^^^w^^^ narticipatioii-h^^ 

operatives. The first alternative of .the .Government^-^ 
coul^not be adopted, interest of 

■^...agtip.ulturists^in-the-.processi^ in their own 

%reas. Government companies would have been as- far- away 
the, private, were .- from' the agricultUFists 

cultivating sugarcane. They would have involve,d .hureaucrati- 
satipn and would not Jj^ave been bene^^ to the agriculturists 
in various ways including the adyahtage_of..»»a self-determined i * 
cane price. But the most significant drawback of the scheme 
of Government companies would have been that the agricul- 
turists . would not hav e l ea rnt the les sons of managing their 
own manufacturing concerns_ajad_u^^ themseives _ ‘with 

their own hands. The second alternative of the Government 
participation in the private sugar factories would have meant Ci 
nothing to the farmers because it would have entailed a form 
of b ureaucracy accompanied py the. Jull.^ implications of private 
ownership. The association of the co-operatives with the 
second alternative would not have improved the matters. It 
would have at the best allowed a few co-operators the oppor- 
tunity to associate themselves with the working of Government- 
cum-private factories. These two alternatives would perhaps 
have been thought of but for the appearance of the co-operative 
'^ugar factories on the economic scene of the State in 1954. 
put once the Scheme of the co-operative sugar factories with 
Ihe financial participation of the Industrial Finance Corporation, 
Ithe State Co-operative Bank and the State Government became 
Wccessful, these two alternatives were inconceivable. 


Participation of the Industrial Finance Corporation 


The financial participation of the Industrial Finance 
^Corporation, the State Co-operative Bank and the State Govern- 
TOent naturally entailed the participation in the management 
of the co-operative sugar factories by these institutions. The 
Industrial Finance Corporation advanced huge credits to the 

aiM iSTnrWTf OF FUIUC lOWJHISTRItlW. 

. i ESTAi'K SIW SlWB* 
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co-operative sugar factories on the same terms and conditions 
as were applicable to the private manufacturers. The Industrial 
Finance Corporation was primarily concerned with the ^ 
and efficiency of the co-operative sugar factories in the 
same way it was interested .in the soundness and profit- 
ability of the private manufacturing units. The Industrial 
Finance Corporation took interest and 

'working of the co-operative sugar factories to the extent to 
which its financial stakes in the co-operative sugar factories 
were concerned. It was not involved in the functioning of the 
co-operative sugar factories as such. 

Stakes of the Central Financing Agency 

The stakes of the Central Financing Agency in the success 
of the cproperative sugar, factories were^ more'" intimate and 
peeper. The Central Financing Agency like the State Co-opera- 
tive Bank, was the main support of the co-operative institutions 
in the State. It financed to jin j share 

capital and operations of the various types of co-operative 
institutions in the State like the District Co-operative Banks, 
the Land Mortgage Banks and the recently established co- 
operative sugar factories. The Central Financing Agency 
looked upon the newly created co-operative sugar factories as 
sister-institutions to nourish which was one of its primary 
purpoSek The_interest_p^^^ State Co-operative Bank in the 
co-operative sugar f actories'"was“ the ^pst intimate., among the 
suppptting.J.npthutiQn the back of the co-operative sugar 
factories. 

The State Government's Vital Interest in the Sugar Co-opera- 
tives 

The State Government supported, as it were, the co-opera- 
tive sugar factories right from Jheir^^ through their 

successful working, and tffl3he culmination of . their activities 
In the allied processing and manufacturing activities. The 
State Government regist^e'd the co-operative sugar factories 
under the Co-operative Societies Act of 1925 and sanctioned 
the bye-laws of the individual co-operative sugar factories. 
The Registrar of Co-operative Societies was the inspecting and 
supervising authority above the co-operative sugar factories 
under the provisions of the Co-operative Societies Act. 1925. 
The State Government's Interest in the co-operative sugar 
factories was not confined to its contribution tq^ the share 
caiu.t?il owned by the factories; it had also an intrinsic stake 
in the 5imcess,ful_^ working -of : these co-operative factories. As 
the grotectqrjof^_^_ the''Wfflc'':faterest- the State Government was 
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vitally connected with the co-operative sugar factories. The 
State Government was intimately interested in the success of 
these co-operative sugar factories because on it depended the 
validity of its policy of advancing the co-operative institutions 
^as.»ai3u alternative J .0 either .the ^ sector or the completely 
G ove rnment-owned, .■,.public..-^.sectprr further;' "the' "State "Govern- 

ment possessed the powers, which neither the Industrial 
Finance Corporation nor the Central Financing Agency could 
have, the powers wtadr^ll^ould use and operate in relation 
Jjo. the co-operatiye authority and as 

irrigation authority. It .was. Yltaily: c with the farmers. 

Its tenancy la ws a ffect ed the farmers who were the producer- 
members of the co-operative sugar factories. Apart from this, 
the State Government possessed the general authority to mend 
the matters i n regard jfco the cq-operative sugar factories. 

The broad pattern of the financial provisions of the co- 
operative sugar factories is sketched in the following paragraphs. 

The Block Capital Cost 

The Bagaitdars' Co-operative Sugar Producers’ Society 
Ltd., lioni, the pioneer sugar co-operative, went into production 

with the total capital expenditure of under_Rs,.....5l) lakhs. The 

Loni (Pravara) Co-operative had, however, a plant of only 
450 tons crushing capacity per day. Subsequently it was 
recommended by the Government of India that the plants of 
the co-operative sugar factories should not be of less than 
800 to 1,000 tons crushing capacity per day which was the 
economic size within the available quantum of block capital. 
This naturally increased the cost of the projects. Subsequently 
the rise in the block capital cost was caused chiefly by the 
rise In the prices of the plants overseas and also rise in the 
prices of materials Tike steel and cement in the country. The 
total block capital cost of each factory varied. Tire factories 
could be grouped according to the years in which orders were 
placed for their plants. (For a statement giving the capital 
required by each factory upto the commencement of production 
and how the same has been raised, see Appendix III.) 

Share Capital 

The mttooxised ^share . .capital of the co-operative sugar 
factories was jaiseC.ixDin^ 'J'S lakhs. Out of this 

the issued capital was ,Hs* M . to 60 lakhs. The Ministers’ 
Committee laid down a condition that at least Rs. 5 lakh>s 
should- -he.-...conected initially by, way of share capital before 
registration oF'a'^ular^^Jcd-qgerativ^^ The Committee also 



36 Government- and Co-operative. Sugar Factories 

prescribed that^rior tor macMn^ 

JQie amount of . minimum share capital exclusive of Government 
contribution should be raised to, least, Rs. 8 lakhs. .Govern- 
ment contribu-tion-^^^ the'sfiare capital of the co-operative 
sugar factories was given atjthe.-mat€hing rate subject to the^ 
maximum of Rs. 10 lakhs. Subsequently it wa^raised to Rs. 15 
lakhs. In order to secure Government share contribution of 
Rs. 10 lakhs, it was necessary for a factory to raise Rs. 10 
lakhs from its members. In the meeting of the Negotiating 
Committee of the Government of India held on 8 January, 1959 
and in the seminar held on 26 February, 1960 at Patiala it was 
decided that the §tate Gov^rnn ^nt^ sh ould contribute Rs. 20 
. to>-2^54^tkh§^ the sh are capital of eachlio-ope^^ 

factory. However, the Government of Maharashtra has decided 
to contribute towards the share capital of the co-operative 
sugar factories to the All the old 

factories received the amount of Rs. 10 lakhs each as Govern- 
ment contribution; Krishna Sahakari Sakhar Karkhana Ltd. 
received Rs. 20 lakhs; the remaining six new factories, viz. 
Dudhganga-Vedganga, Yeshwant, Sanjivani, Someshwar, Kumbhi 
Kasari and Niphad, received Government contribution at the 
rate of Rs. 15 lakhs. So far, the Pravara Sahakari Sakhar 
Karkhana Ltd. alone has redeemed the Government contribu- 
tion of Rs. 10 lakhs. (For the terms and conditions on which 
'Government contributes towards the share capital of the co- 
operative sugar factory, see Appendix IV.) 

{ 

Industrial Finance Corporation 

.After-^ila^ing^ orde^ co-operative sugar 

f actories are xejgiuiredltQ apply^to the Industrial Finance Corpo- 

...ration of India for grant of . loan. As stated above, since the 

block capital requirements of each group of factories increased, 
they had toj^.ise...bxgg.er loans^Jlmn. the factories in the previous 
group. The Industrial Finance., Corporation loans raised by the 


co-operative sugar 

factories 

are as follows: 


f 

R$, in lakhs 

Pravara 


15.00 

Kopargaon 


> 40.00 

Shri Ram 


47.50 

Malegaon 

] 


Ashok 

y 

1 

52.50 

Ganesh Rahuri 


Girna 

i 


Warna 

Panchganga 

65.00 

Bhogawati 

5?hptkar1 

1 

1 
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Krislma ■ 

Dudiiganga- ' ' 

Vedganga 
Sanjivani 

Yeshwant y 

Someshwar 
Kumbhi Kasar 
' Niphad' J 

Shri Chhatrapati 
Shivaji 


75.00 


90.00 


24.00 (It purchased the old 
plant of Pravara.) 


Applications made by these factories were scrutinized by 
the Joint Registrar of Co-operative Societies (Sugar), Maha- 
rashtra State, and then they were forwarded to the Industrial 
Finance Corporation of India through the State Government. 
Except in the case of Pravara, Kopargaon and Rahuri, the 
Industrial Finance Corporation has granted loans to the co- 
operative sugar factories on the guarantee of the State and 
Central Governments on 50: 50 basis. All the assets o,l a iactory 
are required to be mortgaged to the„ Industrial Finance Corpo- 
ration of India for obtaining, the loan. The Industrial Finance 
Corporation sanctions loan to the extent of 60 per cent of the 
gxed assets, -Tt, however, sanctioned loans for the last six 
factories referred to above to the extentjoLSS per-cent of the 
fixed assets. (Please see Appendix V for the detailed lefms' 
Ind ' conditions of the Industrial Finance Corporation loan.) 

I So far, Pravara and Kopargaon Sahakari Sakhar Karkhanas 
liave repaid the entire loan of the Industrial Finance Corpora- 
tion. 

Medium term Loan 

The gap_ between^. t^^ capital required by the 

co-operative sugar factories, and .the funds raised by way of 

share capital inclusive of Government contribution and the 

Industrial Finance Corporation, loan is to be met by raising a 
medium, .term loan, from- the Maharashtra State Co-operative 
Bank Ltd. The Maharashtra State Co-operative Bank Ltd, 
grants the^medmm to State Goyernment guarantee 

for which they have 1a* s^ridlxharge on the assets, of the co- 
operative sugar factory. . Terms and conditions on which the 
medium term loans are sanctioned are detailed in Appendix VI. 

In addition to the medium term loan, the Maharashtra 
State Co-operative Bank grants .ca,$h credit upto the amount 
of. J3ie Industrial Finance Corporation loan that has already 
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...or sanationed. It takes _ about a year^or so 

for finalising the application and completing the mortgage 
deeds etc. for the Industrial Finance Corporation, before the 
Industrial Finance Corporation loan is actually disbursed. 
During this period, factories are under erection and need 
finance for making payments for machinery, supply of other 
materials and other recurring expenditure. Without the medium 
term loan of the Maharashtra State Go-operative Bank Ltd. 
jit would not have been possible for the co-operative sugar 
jfactories to meet these liabilities. Formerly the medium term 
koan was not backed by Government guarantee, but for the 
last six iactories this„. cash credit had to be supported by 
Government guarantee. Thus, actually, . during, the erection 
period, except the share capital the entif^-e amoufit has to be 
o^itained from the Maharashtra State Co-operative Bank Ltd. 
As soon as the IiidustrM' Finance Corporation sanctions the 
loan and makes disbursement, it is adjusted against, the cash 
credit sanctioned by the Maharashtra State Co-operative Bank 

Ltd7 ■■■ 

r- : 

Repaymerit of Loans 

As a normal course these loans are to be repaid out of 
the earnings of the factory, i.e. the profits made by the factory 
during each year. It is likely that the factories may not be 
able to earn adequate profits to repay their due liabilities and 
simultaneously to invest in fixed assets of the factory, as in 
civil constructions etc. In order tQ_€msure-^at.,there_ should 
not be default of due instalment, the following provision has 
been made in the bye-laws of each co-operative sugar factory 
for the deduction of compulsory non-ref undable deposits: 

The deposit shall be..made at .a.rate . adequMe^ to 

the amounts due, during the particular year to the 
Industrial Finance Corporation and/or to the Central 
Financing Agency on the block capital account includ- 
ing a suitable provision for redemption of Govern- 
ment’s share capital. 

These.,- deposits.-, are, always deducted at,„,.tates---.-that^,«are 

adequate to repay , the. _due .Instalments of the Industrial 
Finance Corporation , loan and the medium l;erm^ ioan. So . far 
no factory has. defaulted any instalment on account of the 
Industrial Finance Corporation JpanirdOhe medium 

The statement showing the borrowings and the financial 
position of each factory is included in Appendix ill (Statement 

mjr 
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Working Capital 

Funds for the working capital are raised from the Maha- 
rashtra State Co-operative Bank Ltd. or the District Central 
Co-operative Bank Ltd. Generally the amount reciuired for 
working capital by each factory is in the neighbourhood of 
Rs. lakhs as follows: 

Rs. in lakhs 
100.00 

7.00 

5.00 


112.00 


Fledge credit is sanctioned against the sugar bags in stock 
with a margin of 30 Similarly hypothecated credit is sanc- 
tioned against^ thC^ stores - with- a.^m of 300^ . Cash credit 
is an unsecured loan. For the terms and conditions of the 
working capit'a! see Appendix VII. 

Security of Financial Investment 

It is quite evident from the sketch of the financial 
provisions in regard to the co-operative sugar factories outlined 
above that the investments made by the Industrial Finance 
Corporation in the co-operative sugar factories were best 
protected. The investment of the Central Financing Agency 
in the co-operative sugar factories was less protected than 
that of the Industrial Finance Corporation. The State Govern- 
ment took care of its financial investment in the co-operative 
sugar factories not with an eye on its financial returns but 
mainly to safeguard the success of the co- 

operative sugar factories. The detailed t^rms and conditions, 
on which theldans and credits were advanced by the Industrial 
Finance Corporation ^and the Central Financing Agency, can 
be read from the Appendixes V and VI. The broad implications 
of these are elucidated here. 

Both. ...the investments made by the Industrial Finance 
Corjg^ratipn as well as the^ Central ..Financing Agency were 
guamnteeCrb^rffie^'Sta^^^^ The clean cash credit, 

the hypothecated credit and the pledge credit advanced by 
the Central Financing Agency to the co-operative sugar 
factories as working capital were, however, not guaranteed by 
the State Government because such guarantee was not required 


Pledge Credit 
Hypothecated Credit 
Clean Cash Credit 


S.F.-~4 
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for it Initially the Industrial Finance Corporation had 
demanded cent per cent guarantee from the State Government 
for the loans it would advance to the co-operative sugar 
factories but the State Government was also interested in 
giving guarantee to the Central Financing Agency for the 
intermediate capital. Ultimately, on account of the good ofhces 
of the Planning Commission and the Finance Ministry of the 
Central Government, the Industrial Finance Corporation agreed 

■to the advahca^Ql-.iaan ^^ on the guarantee of the State and 

Central on 50 ; 50 basis. The charge of the 

industrial Finance Cor^m^^ fixed assets of the co- 

operative sugar factories preceded that of the Central Financing 
Agency. The rates of interest prescribed by the Industrial 
Finance Corporation and the Central Financing Agency were 
virtually the same,. The regular rate of 

interest on I.F.C. loan was por annum but it allowed a 

rebate .Qf i'::;v„,.fQx pmciuaL^pa^^ , Now the I.F.C. 

has increased it by while the fate of interest of the Central 
Financing Agency is unchanged. The State Government, being 
deast interested in the financial returns on the contribution, 
^which it made to the share capitak_did not charge any interest 
^ it. Thus “ it' Is "quite clear that the State Government was 
inot primarily interested in the remunerative aspect of either 
its financial investment or its guarantee to the Industrial 
Finance Corporation and the Central Financing Agency 

Terms and Conditions of Loans 

The terms and conditions of the credits advanced by the 
Industrial Finance Corporation and the Central Financing Agency 
took into account the security of their, investments, the 
solvency .of the. .debtor ^institutions and ..the profit of their 
operations, Tiiey tried to safeguard these by appointing their 
nominees on the Boards , of Directoris of the co-operative sugar 
factories. But. the pIUmataj:espDnsibiIitv..ier-.,S3^ 
security, solvencv^ and prQhtabil itv,jaf.^t he co-operativ e sugar 
factories reite d on the shoulders of the n omi nees orth e^gl^te 
I'j^gye ynmen t on the Boards of. Directors " of these factories. 

^ Hence, while the nominees of the Industrial Finance Corpora- 
tion and the Central Financing Agency did not enjoy the veto 
povrers on the decisions of the Boards of Directors of these 
co-operative sugar factQ|jjear- -the- nominees. otJhe.Btate Govern- 
ment were explicitly „pndpwed .with this veto power under the 
terms and condition^ on whi ch the State Government contri- 
buted to the sliaf e capital of th ese factories as^wefl as under 
the bye-laws of the in divi dual cQ-oBeiative sugar factories. 
The"'”state’“"'Government nominees on the Boards of "Directors 
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of tiie co-operative sugar factories couW.. refer . decision 

of the Boards from which they or the nominees of the Indus- 
trial Finance Corporation differed Ja .the State Government 
for its final, decision. These** decisions, however, were to he 
those affecting the interest the 

Industrial . Finance .Cfprpomtion_ or the _ co^-^^^ . sugar 

factories. The term ‘interest’ was of course a blanket term but 
the way in which it was interpreted by the nominees of the 
State Government and the Industrial Finance Corporation was 
conducive to the free and autonomous working of the co- 
operative sugar factories. The State Government nominees 
acted on behalf of the Industrial Finance Corporation and the 
Central Financing Agency in regard to those decisions of.. the 
Boards of Directors ..which^affec ej0BLCieiicy„,.and„ profit- 

ability. 

Other Safeguards 

The co-operative sugar factories were not free to secure 
loans, issue debentures or exercis e it s borrowing powers without 

getting necessary permission from the Industrial Finance 

Corporation, and the State 'Gkivernment. Nor could they invest 
in „ subsidiary concerns or either trade activities or any other 
schemes as long as they owed any liabilities to the Industrial 
Finance Corporation. The operations of the co-operative 
sugar factories were assured by the concomitant utilisation of 
the credits of the Industrial Finance Corporation, State 

‘Government and the Central Financing Agency, each one. of 
these, was allied with*' the other as .partners in the efficient 
working of the co-operative sugar factories. Tha.. profitability 
of _the co-operative sugar , factories was safeguarded through 
provisions .with.. regard the placed on Jhe, cfiyiderid, 

the, ■ ■ cane_ price pay abie T6“ tiie producer-mernbets ...and the 

deJBpsits, ,to^ be credited by the 

producerrmember^to the factories at the end of the year. The 
conditions laid down by the Industrial Finance Corporation, 
with regard to the premium on premature repayments and the 
commission charged on instalments of principal deposits were 
meant to dissuade the factories from an abrupt ending of their 
operations. The insura nce of the factory-properties was. .pres- 
cribed both by the Industrial Finance Corporation and the 
Centraf Financing Agency. The j^spections by the Industrial 
Finance Corporation as well as by the Central Financing Agency 
were provided for to ensure the groper utilisation pf the 
investment Besides, the Industrial Finance Corporation would 
conduct te^lHUCBL, invests in order to find out the 

tephniiCaL.effici^^^ the. operative. jinits. The best guarantee 
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for t!i-e successful working of the co-operative sugar factories 
was, however, not these financial provisions but the...wigilahce 

jof the .State-Gk>vern33aent,.,fi^ .the Board, , of / Directors, 

'who would see that the working of the factories was satisfactory 
and led to efficient results. 

Factories' Investments in Funds 

The provisions in the bye-laws, in regard to the capital 
redemption reserve fund, the_ depreciation the price- 

fluctuation fund and the other funds ensured the continuity 

and prudent working of the co-operative sugar factories. How 
far these provisions were availed of by the individual co-opera- 
tive sugar factories can be seen from the statement with regard 
to these funds included in Appendix III. The price-fiuctuatiom 
fund, the reserve fund and the other funds were not as well 
provided for as the coippulsary non-refundable deposits and 
the depreciation -fund. The. element of compulsion in the non- 
^^^i*efundable deposits, accounts for the large amount of these 
deposits, while the coinpulsipn_. of replacement of plant and 
imachinery- in„^^ was the reason^ for equally significant 

provisions for the depreciation^fund Other funds did not 
attract the attention of tlW factories which they deserved, 
mainly because the factories had to provide first for the repay- 
paent of the loans of the Industrial Finance Corporation and 
bhe credits advanced by the Central Financing Agency through 
iwqiiteing expenses and compulsory deposits which left very 
for investment in these funds. 



CHAPTER V 


BOARDS OF DIRECTORS 


The First Boards 

The State Government, actually the Registrar of Co- 
operative Societies on its behalf, nominated the first Boards 
of Directors of the co-operative sugar factories, for a term 
of three, yeara^^in the case of the first five co-operative sugar 
factories and for a term of five years in the case of the later 
co-operative sugar factories. In the case" of Shethari Sahafeari 
Sakhar Karkhana Ltd., Sangli, only, the Board of Directors 
was nominated every year during the first five years of its 
tenure without changing the personnel on the Board. The 
nomination of the first Board of Directors by the Registrar of 
Co-operative Societies was done in consultation with the pro- 
moters of the co-operative sugar factories and the financing 
agency and was also approved by the State Government. The 
Board of Directors were nominated at the outset in order to 
make the way for the smooth functioning of the co-operative 
sugar factories. The first three to five years constituted the 
formative period of the factories during which the popular 
representatives on the Boards as well as the membership of 
the factories as a whole got themselves accustomed to the 
functioning of an industrial concern which was altogether 
different in character from routine agricultural activities to 
which they were used. During this initial period healthy 
connections had to be established. Working relations had to 
be built with the operating personnel including the Managing 
Director and the technical heads of various departments in 
the factory. The Boards of Directors had to secure help from 
the State and Central Governments, the Industrial Finance 
Corporation and the Central Financing Agency in setting up 
and operating the factory in various ways. For this purpose 
a Board, which was free from factions or rifts of any kind, 
was absolutely essential. Elections of the first Boards of Directors, 
however, would have introduced factions in the Boards 
and made a smooth functioning of the factories rather difficult, 
if not impossible. Until the first few crushing seasons were 
over, smooth functioning of the co-operative sugar factories 
was very necessary for building up confidence in the bulk of 
the farmer share-holders of the co-operative sugar factories. 
It was during this period that a sense , of faith and belonging 
had to be assiduously developed in the body of the share- 
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holders of the co-operative sugar factories. The nomination 
of the first Boards of Directors in consultation with the pro- 
moters of the co-operative sugar factories assured the homo- 
geneity of the first Boards in consonance with the attitude 
of the promoters of the factories. If the promoters had not 
been consulted in this regard, discordant elements would have 
entered the Boards of Directors, and this would have made 
the working of the Boards rather uncoordinated and uneasy. 

Elected Directors 

The composition of the Boards of Directors was devised 
to give representation to the producer-members in the main 
and to the society members to a very limited extent through 
elected directors. In the case of the Pravara do-operative 
Sugar Factory only there were seven directors representing the 
producer-members out of whom five were to represent the 
members holding ten or more shares each while only two 
members were to represent the share-holders holding less than 
ten shares each. In the later factories ten directors represented 
the producer-members. In the Pravara Co-operative Sugar 
Factory the bulk of representation was given to the members 
holding ten or more shares because they wanted to ensure the 
support and confidence on the part of those who had contri- 
buted a majority of the share capital. Later the small farmers 
who had contributed to the share capital of the co-operative 
sugar factories desired more representation on the Boards of 
Directors, so this ratio of representation was changed in their 
favour from time to time. Recently this distinction among 
the share-holders on the basis of holding of shares has been 
removed. One directorship was allotted in aH the factories to 
the society,. jnojembers nljSel'&Topera^^^^ The 

size of the Boards of Directors was neither too small nor too 
big. It was optimum in the sense that it allowed adequate 
[Representation to the share-holders without allowing scope for 
the formation of groups in the Boards. 

Nominated Directors 

The representation that was given to the^financial partners 
of the co-operative sugar factories was uniform in all the 

factories, nominees each were allotted to the State 

Government’^and the Cteiitr^..itoancing, Agency, one, each 
was allocated, to the Central. Agency and the Regist- 
rar, of .Cproperative„.^^^ Pravara and Kopargaon co-opted 

one or J;wo experts each on their Boards but the later co- 
operative sugar factories co-opted ,onIy„.jqne emen,...each~ -on 
theii:,..Bo,ardjs.. The raSraaai^-forthe nominaSon'^k^ on 
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behalf of the Ii:|^ciustrial,,..;MnaBCLe_,,;CbfPQ^^^ State 

Govemmeht, the Centr al Financing Agency and. the Registrar 

Cp--op,eratiYe Societies has already been explained in the 
earlier chapters. The terms and conditions of the financial 
participation by the Industrial Finance Corporation, the State 
Government and the Central Financing Agency provided for 
their representation through their own nominees on the 
Boards of Directors. The Registrar of Co-operative Societies 
has an intrinsic interest in the working and success of the 
operations of the co-operative sugar factories which are a 
species of the genus of the co-operative societies of which he 
acts as the guardian. As it has been already elucidated the 
nomination of the Industrial Finance Corporation and the 
Central Financing Agency representatives on the Boards of 
Directors safeguarded the investments they had made in the 
co-operative sugar factories. The representation accorded to 
the State Government not only proteated its contribution to 
the share capital, but also gave some scope to the State 
Government to shape the new co-operative sugar factories 
[with a view to bringing success to their operations and making 
jthem economic propositions, The interest of the State Govern- 
pient was deeply involved in the success of the co-operative 
feugar factories because they became a testing ground of the 
Ivalidity of Government's faith in the viability of co-operative 
l^nstitutions. The co-option of an expert on the Boards of 
Directors enabled the co-operative sugar factories to associate 
knowledgeable persons with their working. Sometimes this 
allowed the Boards to have with them pei’sons of their own 
choice who were not necessarily experts in sugar manufacture. 
The Industrial Finance Corporation did not necessarily nominate 
both its representatives on the Boards. It sometimes nominated 
only one of the two nominees. So long as the Industrial 
Finance Corporation was sure that its interests were cautiously 
looked after by the State Government nominees, it was not 
very particular about sending its full representation on the 
Boards of Directors of the co-operative sugar factories. 

State Government Nominees 

The two nominees of the State Government on the Boards 
of Directors were initially the JQIxector. of Industries and the 
local Executive Engineer. Later, when the scheme got going, 
the Director of Industries was replaced by the Collector of the 
District, in which the co-operative sugar factory was situated, 
and within a year or two, i.e., in 1955-56, the Collector was 
also replaced by the Joi nt Eegistra r of CQ-operativft Societies 
< Sugar). A practice was followed for some time to appoint the 
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Deputy Registrar (Sugar) or the Joint Registrar (Sugar) as 
the Registrar’s nominee but this was found not only incon- 
venient but also inadequate. The Joint Registrar (Sugar) 
handled the affairs of the co-operative sugar factories and as 
such he was in a better position to brief the State 'Government 
on the happenings in and the decisions taken by the Boards 
of the co-operative sugar factories. It has also been mentioned 
that the State Government possessed^ j^yeto on the decisions 
of the Boards of Directors of the co-operative sugar factories 
on which either the nominees of the State Government or the 
Industrial Finance Corporation differed. On this background 
it was proper that the most knowledgeable nominee, viz. the 
Joint Registrar (Sugar), represented the State Government, 
rather than the Registrar of Co-operative Societies. The 
Registrar’s nominee did not have the authority which the 
State Government nominee possessed. So it was found conve- 
nient to appoint the Assistant Registrar or the Deputy Registrar 
in the relevant district as. the case might be as the Registrar’s 
nominee on the Board, and to allow the Joint Registrar to 
represent the State Government. This arrangement also 
enabled the local Assistant or Deputy Registrar to work on 
the Executive Committee and the Board of Directors, as on 
the Executive Council the Registrar’s nominee, and not the 
Government nominee, had representation. This effected some 
kind of division of labour between the local representative of 
the Registrar of Co-operative Societies and the Joint Registrar 
(Sugar). It was practically impossible for the Joint Registrar 
(Sugar) to attend the meetings of the Executive Committees of 
a number of co-operative sugar factories and at the same time 
participate in the meetings of the Boards of Directors of these 
factories. This did not matter much because the Boards of 
Directors were more important than the Executive Committees; 
all the important decisions were taken by the Boards in which 
the Joint Registrar (Sugar) had an opportunity to function 
effectively. 

Role of Noviinated Directors 

The rp.le,..,of ..the (^vernment_^^ on the Boards of 

Directors was not only tcT^^ but 

also to guide and advise on all matters!'^ The Government had 
asked ’ them to "attehU““'^as'n£^ as possible and to 

submit reports to the Government regarding the work transacted 
at these meetings and the decis ions taken therein. The 
Government nominees were supposed to keep th^selves in 
touch with ■tha.jtoan clal position of the soglieties and to appraise 
fhp nrosrress in regard_to production. They were expected to 
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keep themselves aware of the trends of production and to 
keep watch* 6 ver the proper use of We 'resources! q 1 Khe factories, 
jt was Ygry rare occasions th at, the right of appeal to 

pove'riment!^^^^^ exercised^ hy the ir nominees. As far as 

poisiBle the Government nominees persuaded the elected 
Directors on the Boards to their own point of view in the 
interest of the proper and efhcient working of the factories. 
The Joint Registrar (Sugar) as well as the nominees of the 
Central Financing Agency and nominees of the Industrial 
Finance Corporation were persons than 

the elected Directors. As far as the affairs of the factories 
were concerned, the Joint Registrar (Sugar) had experience 
of the working of several factories in the State. The nominee 
of the Central Financing Agency good knowledge in 

this respect. The nominees of the Industrial Finance Corpora- 
tion had to take care of the huge stakes which that organisa- 
tion had invested in the co-operative sugar factories. Reference 
is invited to the later chapters on the working of the co-opera- 
tive sugar factories for the observations regarding the role 
played by the ^Government nominees in the actual functioning 
of these factories. It is noteworthy that the nominees of the 
Registrar and the Industrial Finance Corporation were not 

officials, only;, eminent, co-oper ators and economists were also 

appoi nted i n th is behalf. ^ 


Position since 1961 

Since 1961, i.e. the coming into effect of the amended Co- 
operative Societies Act of 1961 (Maharashtra Act No. XXIV of 
1961), the position with regard to the constitution of the first 
Boards of Directors and the appointments of Government 
nominees has undergone a complete change. No m oreL-theJirst 
Boards of Directors are nominated and no more the State 
Government- appointaJta..na]tnW the Boards of, Directors 

of the co-operative -sugar^iactories. So in the case of the 
Sanjivani, Dudhganga-Vedganga, Kumbhi Kasari and Niphad 
factories recently set up in the State, the first Boards were 
elected. The Boards of Directors of the Someshwar and the 
Yeshwant were nominated. During 1960-61 their Boards also 
have been elected. 

Free Working 

The Boards of Directors of the co-operative sugar factories 
0 functioned freelYJwithout.-pjQSijtoe.,W^^ of the nominated 

Directors. In regard to polic:y,„inatters, the Boards of Directors 
were subjected, to-^ th#~generaL autbprity of the. General Body 
Meeting held once in a , yes-LOir. sometimes more than once in 
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case Special Meetings were held. The ^General Body Meeting 
.of share-holders discussed the annual budget, the annual 
ireport, the balance-sheet, the profit and loss account and the 
'declaration of dividend. It was also, free to broach any matter 
relating to the working .o|...the..lactpry for discussm But 
within the broad framework of the plenary authority of the 
General Body Meeting of share-holders, the Qoards of direc- 

of the co-operative 

sugar factories. The Executive Committee took executive 
* decisions from time to time during the period when the Board 
of Directors did not meet. The Board of Directors met at 
least once within a period of three months while the Executive 
Committee met at least once within a period of one month. 
The limits of the authority of the Executive Committee were 
prescribed. Naturally important and executive decisions were 
^made by the Board of Directors. The Managing. Director was 
^he 'man on the spot -as far as.-th.e. day-to-day..-.WOTking was 
Concerned and_he also had his share_ of authority subject, to 
tee pyerairiurisdic ti on pf_ tKe„ Executive Committee and the 
Bpard..,M.JDdrectoi:^ The commendable feature of the working 
of the Board of Directors was the constitution of the various 
Committees^^ t^ looked after problems like sugarcane purchase, 

amendment of bye-laws, irngaU^ sugar cultivation, purchases 
of raw^aterials, and so on. A special feature of the working 
of the PfavaFa' Factory was the group, ^committees .formed for 
diff erent are as under the jurisdiction of the factory. It was 
ihe ~manif estation of the region aLdemocr acy- y^ithin. the frame- 
work of the democratic working of the whole factory. The 
Chairman was allowed to draw an honorarium for looking after 
the day-to-day working of the factory but it^.was expected that 
he did not unduly , interfere with , the administration ...handled 
by the Managing Director in co-operation with his technical 
colleagues. There was also a provision for a Vice-Chairman 
in all the factories. Sometimes in some factories when the 
Chairman was an outsider, the Vice-Chairman on the spot 

e 3oked after the day-to-day working of the factories. The 
epuirement of Government approval for the appointment, 
^ Suspension, removal and dismissal of the Managing Director did 
^ linot operate in practice as a drag on the autonomous working 
of the factories. 
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MANAGING DIRECTORS 

Government Approval for Appointments 

Tlie provision in the bye-laws of the co-operative sugar 
factories regarding the appointment of Managing Directors 
reads: 

“The Managing Director shall foe appointed by the Board 
of Directors and his appointment and terms of appointment 
will be jubject to_the approval of the State Government, till 
the share capital contributed by Government and the loan 
from the Industrial Finance Corporation of India are fully 
repaid.” 

This provision has been made in pursuance of the condition 
laid down by Government while contributing towards the share 
capital of each co-operative sugar factory. The condition laid 
down by the State Government in this behalf is that Govern- 
ment would have the power of approval of the appointment 
of the Managing Director and his terms of appointment. 

Thus it appears that after the repayment of the Industrial 
Finance Corporation loan and the redemption of Government 
contribution it will not be necessary for the factories to obtain 
Government approval for the appointment of their Managing 
Directors, 

In case of the Pravara Sahakari Sakhar Karkhana Ltd. 
which has repaid the Industrial Finance Corporation loan and 
redeemed the Government contribution the relevant provision 
in the bye-laws regarding appointment of the Managing 
Director is as follows: 

“The Managing Director shall be appointed by the Board 
of Management in consultation with the Registrar of Co- 
operative Societies and the Central Financing Agency and he 
shall hold office for a period of three years and would be 
eligible for reappointment.” 

In view of this provision, the Karkhana, even though it has 
repaid the Industrial Finance Corporation loan and has redeem- 
'ed the Government share capital, appoints Managing Director 
in consultation with the Registrar of Cooperative Societies. The 
approval of Government is, however, not necessary for this 
appointment. A similar provision exists in the bye-laws of the 
Kopargaon Sahakari Sakhar Karkhana Ltd. In case of the 
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new sugar co-operatives, however, the requirement of Govern- 
ment approval for the appointment of Managing Directors is 
not eliminated even after the repayment of the Industrial 
Finance Corporation loan and the redemption of the Govern- 
ment contribution to share capital. The relevant bye-law of the 
new sugar cooperatives, viz. Bidri, Yeshwant, Someshwar, San- 
Jiwani, Kumbhi-Kasari and Niphad, reads: 

*‘The appointment, suspension, removal and dismissal of 
the Managing Director shall be subject to the prior approval 
of Government." 

This has subjected not only the appointment of Managing 
Director, but also every action against the Managing Director, 
to the approval of Government. This provision will be in force 
even after the repayment of Government contribution and 
Industrial Finance Corporation loan. 

Procedure for Appointment of Managing Director 

Upto the middle of the year 1957, the Board of Directors of 
the co-operative sugar factories ^ used to make their own 
selections for appointment of Managing Directors and get the 
necessary approval of Government. By experience it was found 
that the factories were suffering from a number of disabilities 
in making their choices. Their horizon was very limited and 
their selection was confined to the small circle of persons 
known to them. They could not think of outsiders on the 
basis of their merits. The criteria sub-consciously adopted by 
the factories were in most cases irrational and had little to do 
with the particular suitability of the person for the kind of 
work involved. It was, therefore, thought that the best arrange- 
ment would be that in which Government was in a position 
to suggest a panel of persons to each factory, leaving it to the 
factory to select any one from the panel. In order to prepare 
a panel of Managing Directors, it was necessary to have a 
selection committee, the function of which would be to inter- 
view candidates and make a list of persons whom they might 
consider suitable for appointment as Managing Directors. As 
for the field of experience of the selected persons, it was felt 
that retired Government officers shoulci be a minority among 
i:hem. It was decided“lhat as far as possible person^ in the 
prime of their life should be selected for these responsible posts, 
'work ot which was highly taxing. It was also felt necessary 
to tap the open market to recruit persons having experience 
in sugar manufacturing concerns. Accordingly on 4th June 1957 
the Joint Registrar of Co-operative Societies (Sugar) moved 
Government with the above observations and suggestions. 
rt^^tmrr^t^npnt agreed with, the suggestions made by the Joint 
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Begistrar of Co-operative Societies (Sugar). On 30tli September 
1957 Government appointed a High Level Selection Committee 
lor the selection and recruitment of candidates for appointment 
as Managing Directors for the co-operative sugar factories. 
The Committee consisted of the following members:-— 

( 1 ) Chairman, Ministers’ Committee for Co-operative Sugar 

(Chairman.) (Prior to 1-5-1960, Minister for 
Finance was the Chairman of the Ministers’ Committee. 
After 1-5-1960, the Chief Minister became the Chairman.) 

(2) Chairman, Mumbai Rajya Sahakari Sakhar Karkhana Sangh 
Ltd. (the Federation of the Co-operative Sugar Factories), 
Poona. 

(Subsequently the name has been changed to Maharashtra 
Rajya Sahakari Sakhar Karkhana Sangh Ltd., Poona.) 

'(3) Secretary to the Government of Bombay, Industries and 
Co-operation Department. 

(After 1-5-1960, Secretary to Government, Co-operation and 
Rural Development Department.) 

(4) Registrar of Co-operative Societies. 

(5) Nominees of the co-operative sugar factories which have 
yet to appoint Managing Directors. 

(6) The Joint Registrar of Co-operative Societies (Sugar) 
Poona. (Secretary.) 

Pay Scale 

Regarding the pay-scale of Managing Director of co- 
operative sugar factories, Government took the following 
decisions: — 

(a) Working Government servants were to be entitled to 
a salary in the scale of Rs. 600-50-1000, or their grade 
pay plus 20 per cent whichever was opted by the 
officers. 

<b) The prescribed scale for re-employed pensioners was 
also to be Rs. 600-50-1000. The cases for fixation of ini- 
tial pay of re-employed pensioners had to be considered 
by Government in Co-operation and Rural Development 
Department in consultation with the Finance Depart- 
ment on merits. To the same Departments was also 
referred the question whether any portion of pension 
should be held in abeyance. 

ic) As regards the outsiders, the scale of pay had been 
fixed as Es. 800-50-1000-60-1300, having regard to their 
contract tenure. 
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Selectio7is hy High Level Selection Committee 

According to the above Government decision, the High 
X.evel Selection Committee interviewed persons for the first time 
on ISth October 1957, and selected two candidates who were 
already working in private sugar factories- Posts were also 
advertised by the Joint Registrar (Sugar) . As Secretary of 
the Committee, the Joint Registrar (Sugar), and the Chairman 
of the Sangh scrutinized the applications. Selected applications 
were sent to Government for arranging interviews by the High 
Level Selection Committee. 59 persons were interviewed on 30th 
November 1957. 1st December 1957 and 21st December 1957, of 
whom 11 persons were selected as follows: — 


Categories of 
persons 

No. of persons 
called for 
interview 

No. of persons 
selected 

1. Retired Govt, oflacers 

15 

i, '3 

2. Officers in Government 
service 

9 

' ■■ 2 

3. Prom open market 

36 

6 


59 

11 


Tenure 


The Committee also decided that the appointments to be 
offered to the selected persons should be for a period of three 
years in the first instance, to be extended, if necessary, by 
mutual agreement between the persons concerned and the 
Karkhana subject to confirmation by Government. The tenure 
of three years was to include a period of probation of one year. 
fPhe tenure mentioned above was to be without prejudice to 
either party terminating the arrangement with three months' 
^notice subject to the confirmation by Government. 

Scope for Choice hy Karkhaims 

It was also decided in the Committee that the Joint 
Registrar (Sugar) should ^ehd a copy of the yst pf the selected 
personnel - .-together, . whh the_ „fiil particulars to all the 
Karkhanas without, ,,,;^ahaging Directors ’’with a "request that 





Managing Directors 


m 


M desired, express their own choices of personvS 

from the list, if necessary by giving '"the' order of preferences. 
It was the intention of Governmht to take the Karkhanas into 
confidence before dischargln§,^theix.jQnaL.respQnsibility and it 
was for this reason that the list was being furnished to them 
to enable them to express their preferences^- 

Accordingiy the Joint Registrar (Sugar) circulated the list 
among all the Karkhanas without Managing Directors and they 
were requested to communicate their choices. Immediately 
within a fortnight four Karkhanas communicated the names 
of persons to be appointed as Managing Directors in their 
Karkhanas. They were appointed with the approval of Govern- 
ment. Out of these four, two were Government retired officers 
and two were from the open market. Subsequently two more 
Karkhanas selected two persons from the remaining persons on 
the panel. In September 1958, when again the position was 
reviewed, only five persons were remaining on the panel. Out 
of them, one was not likely to be relieved by the Government 
Department where he was employed. Thus only four persons 
remained on the panel. It was felt prudent to take steps to 
prepare another panel, so that, in case of need, appointments 
could be made without any delay. The need might arise either 
because some of the working Government officers deputed to 
co-operative sugar factories might be recalled by their Depart- 
ments or because some of the retired. Government officers 
holding the posts of Managing Directors might get too old to 
carry on their duties. Provision was also to be made for 
unforseen resignations. With the approval of Government, 
posts were again advertised on 1st December 1958. 18 persons 
were interviewed on 25th March 1959, out of which 7 were 
selected. Out of 18 persons, 3 were retired Government Officers. 
1 was in Government service and the remaining were all from 
the open market. All the 7 persons who were selected were 
from the open market. Out of these 7 persons, 3 were actually 
appointed by the Karkhanas with the approval of Government. 
Subsequently again interviews were held on 22nd March 1961. 
36 candidates were interviewed and 12 were selected. All the 
selected persons were from the open market. Out of these 
12 persons, 5 were appointed by the Karkhanas, The main 
criteria applied for the selection of Managing Directors was 
the educational, q.iialfficatipn_ and Jhe..e^ manu- 
facturing concern, or in big.. xnaOTfacturing, concern. 

Revision of Pay-Scale 

In the meantime, it was felt that the pay-scale offered to 
the Managing Directors of co-operative sugar factories was 
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rather too low as compared to the Managing Directors of 
private sugar factories. It was considered desirable to revise 
the pay-scale of the Managing Directors of co-operative sugar 
factories. Accordingly Government revised the pay-scale of 
Managing Director in the Ministers' Committee meeting held 
on 12th August 1960 as follows:— 

Revised pay-scale: Rs. 800-50- 1000-60- 1309-KB-75~16(>0. 

Government, however, did not agree to revise the pay-scale 
of persons who were deputed from Government service as this 
would have vitiated the principle and spirit embodied in Bombay 
Civil Services Rule, 113(2)b. Rule 113(2)b is as follows: 

“The terms granted must not be so greatly in excess of the 
remuneration, which the Government servant would receive in 
Government service, as to render foreign service appreciably 
more lucrative than Government service.” 

In the Ministers' Committee meeting held on 6th April 1961, 
it was decided that the new scale of pay, viz. Rs. 800-50-1000- 
60-1300-EB-75-1600, might be applied to the existing Managing 
Directors of the co-operative sugar factories if the Board of 
Directors of the factories concerned desired to do so. 

Modified System of Selection 

It was observed that some Karkhanas did not appoint 
Managing Directors from the panel selected by the High Level 
Selection Committee for one reason or the other. The Board 
of Directors liked to interview the persons from the panel once 
again. This was found irksome by the selected persons. Some 
factories remained without Managing Directors for a consider- 
able long period. So, as recently as on 1st December 1962 the 
Government decidei.jbo* change the procedure__of _sel^ 
personnel for the posts of Managing Director. The particulars 
of the modified system of "selection are as follows: — 

(1) The post is to be advertised by the Maharashtra Rajya 
Sahakari Sakhar Karkhana Sangh Ltd., Poona. 

<2) The following qualifications should be possessed by the 
candidates: — 

(i > The candidate should have a degree of a recognised 
Universtiy, preferably B.Sc. in Chemistry, and should 
hold a diploma in Sugar Technology. 

(ii) He should have a wide knowledge of sugar and allied 
industries and experience of management of not less 
than 5 years in a large organisation, preferably in a 
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sugar factory in a responsible position, or he should be 
a Class I retired Government Servant. 

(iii) He should be between 35 to 50 years of age in case of 
direct recruits and persons in Government service, and 
not more than 60 years in case of retired Government 

■ 'Servants, 

(3) Candiates responding to the advertisement are to oe 

interviewed by the Committee comprising the following: — 

(i) Chairman of the Maharashtra Rajya Sahakari Sakhar 
Karkhana Sangh Ltd. (Chairman); 

(ii) Chairman or representative of the co-operative sugar 
factory for which the Managing Director is to be 
appointed ; 

(iii) Joint Registrar of Co-operative Societies (Sugar). 

The Committee may also take on as an assessor, without 
the right of vote, a technical expert to be selected by the 
Registrar of Co-operative Societies out of three names suggested 
by the Chairman of the Sangh. Selection for each post of 
Managing Director of co-operative sugar factories is to be 
made separately and the name of the candidate selected by the 
Committee has to be proposed to Government for approval.. 
However, the Government has. reserved the right of rejectiin 
or the proposal in the cases of unsuitable persons. In the 
event of such r e j ection, the..-Cammittee - ...is. 
candidate^next in mer it or make a _ fresh selection, if there is 
no such candidate available. The new procedure is designed 
to give the co-operative sugar factories more effective say in 
the selection of the top administrative posts in the factories. 
The above procedure has come into effect from 1st December 
1962. 

In accordance with the new procedure described above, 
Managing Directors for 3 co-operative sugar factories, viz. 
Sanjivani, Shri Ram and Warna, have been selected and 
appointed with the approval of Government, Now 14 factories 
have got Managing Directors, and 6 are without them. Out 
of these 14 Managing Directors, 4 are retired Government 
officers and the remaining 10 are from the open market. Ail 
these 10 Managing Directors have worked in the past in 
different sugar factories sufficiently long* 

Duties of Managing Directors 

Subject to the overall responsibility of the Board of Direc- 
tors, it is the resp onsibility o f the Managing Director to 

supervi$e.Jhe..day*to-iiay„adm^ of the society and, In 

^particplM,. 
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(i) to in accordance with 

whatever suggestions may be received from audit, 

(ii) to ensure th^ of the. soci^^ property,, docu- 
ments and cash and insurance etc., 

(iii) to keep a ^atch of the moneys due 

to the society, 

(iv) to ensure that expenditur e is kept within budget 

provisions; ' 

(V) to submit to the Board of Direatos a, monthly state- 
ment of receipts and payments and the monthly trial 

balance, 

( vi) to ensure compliance with all statutory provisions 

applicable to the society, 

(vii) to maintain disciplme,- and healthy, relations, among 

the staff, 'and 

(viii) to bring to the notice of the Board of Directors, 
Executive Committee or its Sub-Committee, as the 
case may be, matters relating to timely purchases, 
fixation of agencies for. works and services, appoint- 
npLent of- staff „ etc.,, and to ensure the timely repairs 
and-joverhaulin g of machi nery and^ pther property of 

Key Role of Managing Directors 

The high frequency of transfers of the Managing Directors 
and the difficulties in procuring proper personnel for these 
crucial posts in the co-operative sugar factories underline the 
delicate. ,„.as,-...AV.ell..,-as .,,lhe_^^ the Managing 

Director occupies in the set-up of the co-operative sugar 
factories. to keep himself m. June, with., the feeh^ 

and .opinions . of -. the :toaMriffITQireciors_^^ to get the 

best jesults out of the team of technical heads. The higher 
scale now adopted for the Managing Directors is expected to 
attract experienced hands for the posts of Managing Director, 
^he^ithier,^^ of Directors would help to 

reduse fxeguent mo^ of these key personnel. The Managing 

Directors came from Government service or technical fields in 
sugar industry; they were now required to work in representa- 
tive public bodies of the farmers. A chaise in .the. attitudes 
pn the part of both the Managing Directors and the Directors 
Is called for. It is expected that the new method of selecting 
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key personnel. But with this, the responsibility of the represen- 
tatives of the co-operative sugar factories towards the Managing 
Directors has increased. The^ ^yernrnfint.^Jaas.^^ the power 
of vetoing the appointment and removal of the Managing 
Directors by the co-operative sugar factories, but this power is 
held in reserve to be used sparingly in critical circumstances. 



CHAPTER VII 


GOWRNMENT REGULATION AND ASSISTANCE IN 
THE SETTING UP AND CONDUCT OF THE 
■ SUGAR FACTORIES 

, Cane Price 

The Central Government ^has regu^^^^ and helped the 
setting up of the co-operative sugar factories in^different ways, 
for example by controlling and facilitating purchases of machi- 
nery required by*, ..them . from foreign eountries. They have set 
up ^development. Council to advise on the development of the 
sugar industry. While, amendments to bye-laws 

of the co-operative .sugar factories, and ..their inspection . and 
;audit are some., of... the. statu to of regulating the co- 

> i operative sugar factories, hxationL of their cane prices is a 
Ireserve po.wer vested Government by the agreements 

lentered, into by the co-operative sugar factories with the State 
f^vernment. Producer-members who are also cane-growers 
reap the benefit of sugar production in the co-operative sugar 
factories by sharing the residue of the proceeds of the sales 
after meeting the expenditure in the production of sugar. The 

: cp-operative , sugar faatories-xannot,....hx ._the.. cane price below 

the minimum price prescribed,, by the Central Government, 
y They have invariably fixed the cane price abbve the minimum 
prescribed by the Central Gpy Purther the cane price 

' distributed by the co-operative sugar factories^is ex-field and 
Inpt ex-gate as in the case of the private sugar factories and 

prescribed by” the Central Government. 

The Minijitos! Committee ..finalises the cane price as worked 
out for each individual co-operative, sugar factory by the office 
ot. the Joint JRegistrar ( S ugar). The Ministers’ Committee as 
th^poiicy-making .body representative.,,of the .State Government 
in this field has resexved- 4he~^ power ..of determining the cane 
^ice Jn^.yiew..-,ol..the. of the Government and the 

Ssociated financfALmstit ut ions in the financial structure of 
the co-operative - sugar .factorto.~" 

The most difficult question to be settled by the Ministers’ 
Committee is the amo.un^of compulsory non-ref undabie deposits 
to,, be credited -..to...-. the. TaBlBffearK'l the ’PiiS' 

amount is included in the tot al can e„.prlce fixe4i,-hy. -t^ Minis- 
tps" Committee. Though it is in the interest of the co-operative 
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sugar' factories to save a part of the present earnings for }; 

' future development and security they require a good deal of i 

^rd^pexsiiading pn..lhe^.part-^of~4:he^Btate^GgvernTrient!s..repre- 

pntatives In ; order to accept the . cane -price finally settled by | 

■■ "the^^ M Committee. So far there has been only one 1 

case in which a co-operative sugar factory chose to appeal to 
the Government against the decision of the Joint Registrar j 

(Sugar) regarding the compulspry d^psit component of the I 

5 cane price that was apprwed by the Ministers’ Committee. The f 

State Government in upholding the decision of the Joint i 

Registrar and the Ministers’ Committee exercised its reserved 
power.. 

The relevant considerations, besides those mentioned in the ' 

I Sugar Cane (Control) Order of the Central Government 1955, 

1 in fixing the cane price are: 

: % (i) the price of gur fetched by the non-member cane- 

. 'j growers, 

I (ii) the cane price offered by the private sugar factories 

I . around, ' ' .. ' 'i 

I (iii) the general conditions of cane cultivation in the areas. i 

Under the above provisions, the Oenral Government in 
consultation with the State Government, every year fixes the 
minimum ex-gate cane prices _in respect of each factory, joint 
stock or co-operatives, in Maharashtra State as well as in 
other states. These minimum prices are fixed on . the basis 
of the recovery achieved by each factory m^the previous year. 

The copies of the notifications issued for 1961-62 and 1962-63 
fixing the minimum cane prices of various factories are enclosed 
in Appendix VIII. 

’ , Thq, cQ-op eratiye sugar factories pay cane prices at, a 

jh^her level than the" minimum ~ fixed by the Government of 
^ '''^i,I ndi£ ""~The relevant bye-law of most of the factories reads: 

‘The Board of Directors shall each year fix the price to 
be paid for sugarcane supplied by members. This price per 
ton of. sugarcane ex-field delivery. _s.haU not exceed , by more 
than„^Rs._^10/-"t%^average„j>er,,maun^^ sugar released by the 
Society during the particular season.” 

} In special cases this might exceed Rs. 10/-. However, when 

a price exceeding Rs. 10/- is fixed, the whole amount payable 

to a producer member in respect of the excess „,Qf the , price 

i above Rs. 10/- is. tp,., be. credited..M..-a.,,. compMsory -.non-ref undaMe I 

I deposit by him under, bye-law NO; 37. (Bye-law No. 37 is about | 

collection of compulsory non-ref undable deposits.) 
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So long^as the society has not redeemed the share capital 
contributed by Government of. has not fully repaid the loans 
taken from the IndustriaL Finance Corporation or the Central 
Financing Agency on block. ..capital account, the Board of 
Directors cannot fix .the price to be paid for . the sugarcane 
supplied by the members of the society, except with the prior 
approval of the Government. 

So at present all the co-operative sugar factories, except 
Pravara which has repaid all its liabilities, fix the cane prices 
for their members with the approval of Government. JJpn- 
jnembers.-are.naid.-at the m-in.imum rate^ Government 

ot India. Ever y year , Government fix es„.ihe^.c^ nrices for. the 
producer members of jSe co-operative sugar factories in the 
ngtit 'of the fina ncial condition 'of the individual factories. 

Befprp.,,..any^respxve s are set_,aslde....^or^..dlYldend is paid or 
bonus to employe es is considered, it is always seen that .the 
ntPdupiiLinejmb^ equi vale nt to the minimum cane 

price_..fixe,d^.nx*.-th£L»GQvern^n^^ in respect of each 

factory. The Profit & Loss Account has, therefore, first to be 
drawn up on the basis of the minimum prices fixed by the 
Government of India. From the society's whole year’s receipts 
of a revenue nature realised or realisable, the total expenses 
of re vjgmie.. nature inquired,, ox are. alvws deduc- 
fedniticluded in the expenses... is. the cane price calculated at 
the minimum rate fixed by the Government of India. In 
addition to these expenses deductions from the receipts are 
also to be made in respect of the following items: — 

( d) Amount written off from accumulated losses or deferred 
revenue expenditure, if any; 

I (2) Depreciation on all assets as per provision of Income 
■ Tax; ' ' ■ ■ ■ 

I (3) Loss on export quota of sugar; 

4 (4) Development rebate. 

Thereafter, whatever balance... remains ha s, to be distributed 
by way of_additionai cane , price, provision lor various funds 
i n a c cord ance- wiJdil the^ .PJOvision._Ql^ the bye-laws, bonus to 

Jhai^s. Declarations of 
additional cane price, bonus to employees and dividend to share 
holders are linked to one another. 

It was decided by the Ministers’ Committee on 20th June 
1962 that the co-operative sugar factories which declare ex- 
field cane price for producer members from Rs. 48/- to Rs. 50/- 
per metric ton should provide dividend. „at 42^ 6 rate of 3 per 
i^nt as weU as bonus to employees equivalent .to at least one 
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month’s wages. The factories which declare cane price from 
Ifis. 51/-"t6'T^.“ 53/- per metric ton have to declare dividend at' 
the rate of 4^ per cent and bonus to employees eauivalent to 
two months’ wages. The factories declaring the cane price of 
, Rs. 54/- or above per metric ton are under an obligation to 
declare dividend at 6 per cent and bonus equivalent to three 
months’ wages. Ail factories making profit are required to 
provide for bonus equivalent to at least one month’s wages even 
if the cane price paid is less than Rs. 48/- per metric ton. 

, Declaring a diyidend of 6 per cent is a test of Ihe normal 
‘.functioning of the factory. The declaration of the dividend 
and the bonus is a recognition of an important principle that 
it is not only the cane-producers-cum-members who should 
^"^ Jclaim the profits of the co-ope rative suga r fac to ries, but that 
thgse„„whQ--^upply_capital, ^c^din^^^ and those who 

|%Pi)iy^iahQnr.,are al^^ to receive a fair share. 

Apart from this, ways and means position is also taken 
into consideration while calculating the cane price. It is seen 
whether the society would be able to pay all the due liabilities 
in the year including the expenses for road-construction, 
building of housing colonies, etc. As the new season begins in 
October or November, the cane prices are now fixed in the 
mordiix., luly to enable the exact ascertainment of 

the expenditure position for the complete previous year. 

Statements showing the cane prices paid during the last 
three years, i.e. 1960-61, 1961-62 and 1962-63, are appended to 
the Monograph. (See Appendix IX.) 

Purchase of Machinery 

Since the inception of the Scheme of the co-operative sugar 
factories the St ata... Govern and the Federation „ of the 
pOrPjperative Sugai:. Factories played * a. prominent part in 

foreign firms. Since 

1959, on account of the stringent foreign exchange situation 
and also to boost indigenous machinery production, the 
Negotiating Committee (reconstituted as Steering Committee 
in January 1960) set up by the Government of India has looked 
into the matter. A representative of the State Government 
participates in the deliberations of the Negotiating Committee, 
now designated as the Steering Committee. 

Under the bye-laws of the Co-operative sugar factories 
the^mtharity... for. purchase. oUhe^plant rests with the Board 

^. Directors and in alL the cases -the purchases have been 

made by a resolution of the Board of Directors. 
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In the case of the earliest factories (Pravara and Kopar- 
gaon) the capacities of the , plants to be purchased being' 
different, the , societies concerned did not find it necessary 
to work in union. Each of them, therefore, made its own 
arrangements for the purchase of the plant and got necessarj^. 
technical guidance ' for the purpose from the National Sugar 
Institute, Kanpur. ' . 

It was when the occasion came for the placing of orders 
for five plants in 1955 (four of them of identical capacity) that 
the necessity was felt for bringing the factories together mainly 
to secure the economies of bulk purchase and also to pool the 
technical advice available for the purpose of drawing up speci- 
fications, inviting and scrutinising tenders and so on. For 
this purpose the State Government appointed an hoc 
Committee consisting of Professor D. R. Gadgil, Chairman of 
the Pravara Sahakari Sakhar Karkhana Ltd., Shri V. P. ¥arde, 
Chairman of the Kopargaon Sahakari Sakhar Karkhana Ltd., 
and also then Managing Director of the Bombay State Co- 
operative Bank Ltd., Bombay, one representative of each of 
the four factories that were to place orders for plants of 1000 
tons capacity (Rahuri, Rahata, Koregaon, and Male- 
gaon), the Registrar of Co-operative Societies, Poona, the 
Director of Industries, Bombay, and Professor G. P. Bhargava 
of the National Sugar Institute, Kanpur.^ This Committee 
appointed a Technical Sub-Committee which prepared the 
specifications, invited tenders and scrutinised them after they 
were received. On the advice of the Sub-Committee, the Ad 
hoc Committee selected the foreign firm from whom the pur- 
chases were to be made. This choice would have been ordinarily 
communicated to the societiCvS concerned for taking further 
action. But some of the representatives of the societies felt 
that there was a good possibility of beating down the price 
further if negotiations were initiated with the firm selected, 
at a higher level. Accordingly, the matter was taken up by 
the Ministers’ Committee for Co-operative sugar factories and 
this„. Committee. was in fact able to^ get the price reduced. Tlie 
Boards of Directors of the societies concerned thereafter placed 
the orders for machinery with the firm chosen by the Ad hoc 
Committee and at the price negotiated by the Ministers’ 
Committee. _ , . . . . 

Regarding the fifth society which was able to place its 
order for machinery in the same year (Shree Khedut Sahakari 
Khand Udyog Mandali Ltd., Bardoli), the tenders were called 
by the factory itself before the appointment of the Ad hoc 
Committee. This was because the plant to be purchased was 
of 800 tons capacity while the other four plants were to be of 
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1000, tons capacity. All the same, this society availed itself of 
the advice of the Ad hoc Committee before finalising the order. 

About four months later, Shri Ram Sahakari Sakhar 
Karkhana Ltd., Phaltan, reached a stage when it could place 
its order for machinery. As its requirement was for an 800 
tons plant, it placed its order with the supplier of Shree Khedut 
for an identical plant. In so doing it could secure a rebate 
from the original price for both the societies. 

In 1956 orders for machinery had to be placed for eight 
societies (Kodinar, Girna, Shetkari, Bhogawati, Panchganga. 
Warna, Krishna and Gandevi) all of the same capacity, viz. 
1000 tons per day. As the advantages of a combined approach 
Jiad already been demonstrated in the orders placed in 1955, 
the Federation of the Co-operative Sugar Factories in the State 
';took: upon itself the responsibility of providing the factories on 
a joint basis the necessary technical know-how for the drawing 
up of specifications, calling for tenders and scrutinising them 
after they were received. For this purpose, the Sangh appointed 
a Technical Sub-Committee consisting of a member of the 
Managing Committee of the Sangh who happened to be a 
technical expert, the Director of Industries, a representative 
of the National Sugar Institute, Kanpur, and a retired Chief 
Engineer of the Bombay State who had experience of having- 
worked in sugar factories. As on the previous occasion, it was 
decided that the choice of the supplier on the basis of the 
tenders should be recommended by this Committee but that 
the possibilities of beating down the price further should be 
explored by the Ministers’ Committee for co-operative sugar 
factories. All the Boards of Directors of the societies concerned 
gave the authority to the Chairman of the Ministers’ Committee 
to negotiate the fmal price on their behalf. Accordingly, 
negotiations were completed for the purpose of six plants. 
The Boards of Panchganga and Warna did not see eye to eye 
wdth the recommendations of the Ministers’ Committee and, 
therefore, these two Karkhanas were left out for the time being, 
but the remaining six societies placed their orders for machinery 
in accordance with the recommendations of the Ministers’ 
Committee. Two of these (Krishna and Gandevi) subsequently 
failed to get the necessary Import Licences and, therefore, the 
orders were finalised only in the case of four co-operative sugar 
factories. 

Meanwhile the Boards of Panchganga and Warna com- 
menced negotiations on their own with another machinery 
supplier who had already participated in the tenders. After 
the specifications etc. were finalised, they sought the help of 
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the Ministers* Committee for the final negotiation of the price. 
This help was given and the orders for Panchganga and Warna 
were finalised. ' 

Shree Krishna Sahakari Sakhar Karkhana Ltd., Karad, has 
placed its order for machinery with M/s. Walchandnagar 
Industries Ltd., under the scheme initiated by the Government 
of India for the fabrication of sugar machinery with minimum 
imported components. 

Shree Chhatrapati Shivaji Sahakari Sakhar Karkhana Ltd., 
Bhavaninagar, purchased the old plant of Pravara Sahakari 
Sakhar Karkhana Ltd. This transaction was put through direct 
by its Board of Directors. 

In the meeting of the representatives of co-operative sugar 
factories, the representatives of sugar machinery manufacturers* 
consortiums and the representatives of the State and Central 
Governments, held under the Chairmanship of the Minister for 
Industry on January 1959, it was decided to constitute a Nego- 
tiating Committee consisting of the following persons :- 

(1) Senior Industrial Adviser (Engineering), Government of 
India, 

(2) Additional Co-operation Commissioner, Government of 
India, 

(3) Representative of the Amadalvalasa Co-operative Agri- 
cultural & Industrial Society, Andhra, 

(4) Joint Registrar, Co-operative Societies (Sugar) Bombay 
State, Poona, 

(5) Technical Adviser, Co-operative Sugar Factories, Govern- 
ment of Mysore, 

<6) Registrar, Co-operative Societies, Punjab, 

(T) Representative of the Bist Industrial Corporation, 
Nainital, XJ.P., 

(8) Representative of the Ministry of Food & Agriculture, 
Government of India. 

This Committee was to negotiate with the representatives 
of the machinery manufacturers* consortium on the following 
main points 

(i) to fix the basic price for a standard unit; 

ai) to draw detailed specification of the standard unit as 
finalised by the Ministry of Food & Agriculture; 

Uii)* to draw up a draft agreement on the essential heads, 

; viz. (a) mode of payment, (b) terms of payment, (c) 
performance guarantee, <d) delivery terms and penalty 
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clause for default in delivery schedule, and (e) super- 
vision and erection responsibilities and also fixing 
charges. 

The Negotiating Committee fixed the responsibility for 
release of foreign exchange and supplies of raw materials and 
steel to the consortiums on the Ministry of Commerce & Industry. 
The Committee decided that the highest priorities would be 
given for release of raw materials and steel, and quick issue 
of foreign exchange for the necessary import licences would 
be arranged by the Ministry of Commerce & Industry, so that 
there would be no delay in manufacturing programme after the 
firm orders are placed by the co-operatives on the consortiums. 
The Negotiating Committee gave freedom to the co-operative 
Wgar factories to get the standard unit specification changed 
and to negotiate small variations in price directly with the 
consortiums. 

A detailed proforma regarding the progress , reports to 
be submitted by the manufacturers was-^drawn up. in , consulta- 
tion with_ the Mi nistry of & Agriculture and it was 

circulated to the members of the cohsoftium^^^^ The^^ C^ 
was watching from time to time the progress made by the 
consortiums in manufacture of machinery. Similarly in every 
meeting of the Negotiating Committee^ it used to scan the 
progress made by each factory in respect of the erection of 
machinery and. whether it would be possible for the factories 
to commence their production on the ^scheduled dates. 

The sugar co-operatives were required to execute the agree- 
ments with the respective suppliers within a month after the 
Negotiating Committee had finalised the basic price and 
specifications. 

Subsequently on 8th January 1960 the Negotiating Committee 
was renamed as the Steering Committee and was reconstituted 
as follows:- 

(1) Senior Industrial Adviser (Engineering), Government of 
India (Chairman), 

(2) Industrial Adviser (Engg.), Government of India, (Alter- 
native Chairman), 

(3) Director, National Institute of Sugar, Kanpur, 

(4) Processing Engineer, Ministry of Food & Agriculture, 

(5) Director, (Sugar), Ministry of Pood & Agriculture, 

(6) Joint Registrar, Co-operative Societies (Sugar), Bombay 
State, Poona, 
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(7) Deputy Secretary, Ministry of Community Deveiopment 
& Co-operation, New Delhi, 

(8) ' Chief Cost Accounts Officer. Ministry of Finance, New 

Delhi, 

(9) Deveiopment Officer, Ministry of Commerce & Industry 
, (Member Secretary). 

Several meetings were held to review the progress achieved 
by the Sugar Machinery Manufacturers and the co-operative 
sugar factories and also to consider details in respect of the 
supply of sugar manufacturing plants to the new licenses for 
complete plants and expansion projects. 

In the meetings of the Steering Committee held on 13th 
September i960 the five new factories from Maharashtra were 
allotted to different consortiums as under 


1 ) Dudhganga - Vedganga 
S.S.K "Ltd.. Bldri, Dist. 
Kolhapur. 

2) Kumbhi Kasari S. &. K. 
Ltd., Kulitre, Dist Kol- 
hapur. 

3) Someshwar S. S. K. Ltd., 
Nira, Dist. Poona. 

4) Yeshwant S. S. K. Ltd., 
Akluj, Dist. Sholapur. 

5) Sanjivani S. S. K, Ltd., 
Kopargaon, Dist. 
Ahmadnagar. 


M/s. Walchandnagar Industries, 
Poona. 

Taxmaco, Calcutta. 


Buckau Wolf New India Engi- 
neering Work Ltd.. Pimpri, 
Poona. 

M/s. Walchandnagar Industries. 
Poona. 

M/s. Walchandnagar Industries. 
Poona. 


A new factory, viz. Niphad S. S. K. Ltd., Plmplus, District 
Nasik was allotted to M/s. B. W. N. I. E. Works Ltd., Pimpri, 
Poona. 

Factories, having any difficulties in receiving machinery in 
time or otherwise, can refer the matter to this Committee which 
arranges discussions with the machinery suppliers and tries to 
settle the disputes amicably. 

In Jan.uary..l963, Government of India has revised the pro- 
cedure and informed the State Governments that co-operative 
sugar factories could enter into direct negotiations with any of 
the indigenous machinery manufacturers for the. supply of 
plants. The co-operative sugar factories are not allowed to 
fenter into agreement with the machinery manufacturers until 
jthelr loan applications have been cleared by the Industrial 
;Finance Corporation. (For details of purchase of machinery by 
the co-operative sugar factories see Appendix X.) 
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While the factories were being set up, the State Govern- 
ment used its good offices in solving a good many unforeseen 
difficulties, e,g. in the clearance of import bills. In the process 
of actual working of the factories, certain parts of the plants 
did not operate properly, and on a few occasions some parts 

refused to work. The, .State Gove rnment persuaded the plant 

manufacturers to egect re^p air s and to supply more suitable and 
efficient parts in time. This saved a lot of time and money 
of the cooperative sugar factories. 

Amendments to Bye-laws 

From time to time the State Government has asked the 
co-operative sugar factories to adopt various amendments to 
the bye-laws to secure the financial interests of the parties 
(State Government, Industrial Finance Corporation and the 
Central Financing Agency) which have contributed to the share 
capital or the working capital of the co-operative sugar facto- 
ries or to ensure the efficient working of the factories. A, few 

amendments were mooted Jy the .no-operative sugar lactoxies 

fOi:.jGovernment approval as they thought the existing controls 
too rigid. 

In 1956, when Government contributed to the share capital of 
the cooperative sugar factories on a large scale, certain amend- 
ments to the bye-laws were effected. For example, provision 
for the capital redemption fund or the compulsory payment of 
the non- refundable deposits was made. Appointment of two 
government nominees was also prescribed. The terms of the 
|appointment of the Managing Director of the Cooperative sugar 
^factory were subjected to the government approval. The gov- 
fernment nominee was given the right to question the resolution 
of the Board of Directors or the decision of the executive com- 
mittee of the cooperative sugar factory by lodging an appeal 
.with the Government. The other reserve powers of the Govern- 
ment introduced by the amended bye-laws have been discussed 
In the preceding chapters. To increase the efficiency of the 
cooperative sugar factories, an amended bye-law allowed waiv- 
ing of the required quorum for the meeting held four hours after 
the adjourned meeting for want of quorum. 

Latfer 3 ^certain.„government on the ^cooperative sugar 

['factories were relaxed. For instance, the former ceilings on 
the rate of interest on the compulsory non-refundable deposits 
and the dividend were raised. 

In 1960, all the bye-laws were made more simple and clear 
and they were grouped properly under appropriate heads. 
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Approving the amendments to bye-laws is a normal statu- 
tory power vested in the Registrar, Cooperative Societies, under 
the Co-operative Societies Act, 1925 and also the amended Co- 
operative Societies Act of 196L 

Inspection 

Besides appr9ying..a3X!^M,m^ of the co-opera- 

tive sugar factories, the State Government -«has-»-the_statutory 
po^ers-.ol~inspectiQn^^^ audit o f the c o-operative sug ar fac- 
tories, Inspection and audit are the means through which“*"t!re 
Government can ensure itself that the co-operative sugar fac- 
tories are working according to the prescribed rules and bye- 
laws and are managing their affairs efficiently. Both the inspec- 
tion and au dit are carried out lyr , the-^ataff 
raiive-^Bepaiim^ The audit of the accounts and procedures 
followed by the co-operative sugar factories has by its very 
nature to be carried out continuously and concurrently so that 
the flaws in the accounts and procedures followed are detected 
immediately and are rectified by the factories according to the 
instructions of the Co-operative Department. The Departmen- 
tal inspection, however, cannot be carried out regularly every 
year on account of the heavy work with which the department 
is saddled. It is, however^ done as a supple- 

ment to the continuous and concurrent audit carried out by the 
Department. The scope of audit is more limited than that of 
inspection. Audit is done mainly to spot the financial irregula- 
rities but it alsp„ touches. 

effici ency and wast e which affects, t he economical working of 
the factories. The inspectiofiris more comprehensive. It touches 
each,, and jevery aspect of the working of the co-operative sugar 
factories. The cpmpliance^.^^^^ remarks in the inspection 

and audit notes js-^obli gator y on the co-operative sugar factories 
and the DepartmeiiL..,takes care |o see^ 
caiTi ed out in time. 

The items^JbDUched in the Departmental inspection of the 

co-operative factories range_fXQm..the d^^^ share money 

^nd_^ their refund,..cgnercj^ arrears .tCL.be paid to the State 
Go^rnruent'S mst- facto sanct ion of purchases -.by .. the^ rele- 
van£"iub- Commit tees, ser vice the ^ em ploye es, .distribu.- 

ti on of 7ertilisers In "contravention of th e fflks,..M,lhc,..Agric^^ 

jurc^^DeparimenJ^^appointme of important 

posts in fK’e* factories and so on,,.. B eside s the Departmental in- 
spection, there is a p erloffiainspection JbyJbhe . Industrial Finance 
Corporati on. T he Industrie Finance Corporation inspection is less 
reg ular tha n the Departmental inspection. The main aim of the 
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Industrial Finance Corporation inspection is to ensure the secu- 
ptx of its investments in the c6-C9peratiye sugar factories. The 
notes of the Industrial Finance Corporation inspections are more 
factual than c^^ The Industrial Finance Corporation in- 
spection satisfies,,, itself fh-at-^the- repasmaents-^-o-f-anstalmenta of 

interest, anh principal ,ciue to it are made regula rly by tha.^.CD- 

operative sugar factpnei. The Industrial Finance Corporation 
mostly relies on the State Government nominee on the Boards 
of Directors of the co-operative sugar factories to take care of 
its investments, their utilisation and their security. 

The Res^exv:e»Rank„M m.£)i:tober 19ao an 

inspacti on -cum- studv of six c o-op erative suga r factories-^ to- which 
the apex b anks had ad^^^^ 

la khs, wh ic^^^^^ in tu rn borrowed by the a pex banks, from the 
RespxvaJB.ank„QiJ[n^^ 17(iv)(c) and 17(ii)(b) 

of Section 17 of the Reserve Bank of India Act. A detailed 
report of this inspection-cum study was forwarded by the Re- 
serve Bank of India to the State Government for action. Among 
the important recommendations made by this report were those 

touching Government^....XQle..j .co«operativ.e_„sugar 

factories, One of the recommendations in the report which 

touched Government’s relationship with the co-^operative 

;;factQjles.-was that the De partmentaL inspection ..of the co-opera- 

.it lve sugar factories.,..shQuld be more regular ,and_dejpaxlmfiBt^^ 

,’|^udiljh,QBM„.^^^^^ streamlined. 

Audit . 

The co-operative sugar factories are subject to the statu., 
t ory Departm ental audit like any other co-operative society, un- 
der SectionTi liTbT the^M Co-operative Societies Act, 

1961. By the end of the year 1956 it was noticed that the audit 
done once a year used to be undertaken long after the year to 
which it pertained. The question of a concurrent and continu- 
ous departmental audit was, therefore, seriously considered by 
the Federation of the Co-operative Sugar Factories in the State. 
The State Government acted upon the recommendations of the 
State federation. So since January 1957 the scheme, ol. concur- 
; rexiiL....and^xjm Departmen l^..audh the .. .co-operative 

i. Wigar factories has come , into existen ce. 

As remarked in an earlier section, the imp(5i%ance of audit 
of the operations of industrial concerns like the co-operative 

sugar factories cannot, bp., over^tat^ The audit ensures Jhe 

of the f actorjes on. sound lines a nd safeguards^heir 
fi nancial seeuHty "BefQre the scheme of continuous and con- 
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current Departmental , audit came into effect in January 1957, 
the special auditors of the Department use to conduct statutory 
audit only once a year. To supplement this desultory Depart- 
mental audit the factories used to operate an internal audit 
by local auditors but this local audit was not continuous. The 
interval between one audit and another ranged from three to 
six months, if not a year. Both these types of audit, Depart- 
mental and local, could not, therefore, be considered to have 
been very helpful in giving timely guidance and exercising 
effective control in respect of financial matters and accounts 
and in securing.,immedia.te»»xeotificatlcm-j:^f— the““-errors..,det^ 
in them. Audit by private^j>arties_w.as^^^^”^^^ suitable to the co- 
operative sugar factories becau se o f ..the intimate relationship 
of the co-operative sugar factories with the Coroperative De- 
part merit and their public^ character. „ The Departmental audit 
would also, it was felt, instil confidence in the management 
of the co-operative sugar factories. In view of the heavy comm- 
dtments of Government, the Industrial Finance Corporation 
and the Central Financing Agency in these factories, the con- 

tinupus^..and ,c^^ audit.. ofitheir operatic considered 

essential invaluable. 

A concrete scheme for this contiuous and concurrent Depart- 
mental audit was prepared by the Federation of the Co-opera- 
tive Sugar Factories in the State and was mooted for the con- 
sideration of the State Government. It involved the creation of 
three tc^Jpur audit jm appsj|;ting of 

»?rib“auditors^ the same number of clerks. and other sub- 
ordinate staff. The co-operative sugar factories in the State would 
be divided among these audit units which would fully devote 
to the auditing of the co-operative sugar factories under their 
charge. The Government was ready to undertake the continuous 
and concurrent Departmental audit provided its cost was borne 
by the factories themselves. The Federation persuaded the co- 
operative sugar factories to foot the bill for the continuous and 
concurrent Departmental audit. The non-working co-operative 
sugar factories would pay an ad hoc amount of Rs. 450/- to 
Us, 500/- each for. every ...year while the working co-operative 
sugar factories would pay approximately one anna (six nP) 
per ton of crushed sugarcane in thje factories every' year. The 
scheme was to be run on a.np-p rofit norloss basis.. The indivi- 
dual factories ’ would be required to pay from „Rs. . 12,000/- to 
Rj, ,13000/- according to the tonnage of the crushed sugarcane. 
Although the cost was rather heavy in the case of the factories 
which were not producing upto their full capacity, this would save 
the expenses on account of the previous statutory and loc^l 
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audits. The gain in terms of. irnprorndJinaricial and general ad- 
ministration would of course compensate for the heavy expenses 
continuous and concurrent audit. The scheme of 
coiitinuous and concurrent departmental audit^ Into opera- 
tion from January 1957, A slight reorganisation of the staff 
pattern and the distribution of work among the staS was effect- 
ed in January 1958. It was felt that the junior auditing staff 
could secure enough guidance from the senior auditor who was 
all the while moving from one factory to another. The work- 
load also, in the scheme of January 1957, was insufficient and 
the amounts of fees required to be paid by the individual facto- 
ries were also rather too heavy. The work load for each unit 
in the scheme which came into operation in January 1958 was 
heavier than that in the earlier scheme. It led to smaller fees 
for the factories by one-third. 

The institution of the scheme of continuous and concurrent 
•Departmental audit indicates the keen interest of the State Oov- 
ernment in the efficient and sound wp^^^^ the co-operative 
sugar factories. 

Development Council in Sugar Industry 

The Central Government set up the Development Council 
in Sugar Industry under Section (6) of the Industries (Develop- 
ment 8z Regulation) Act, 1951 in March 1954. The main func- 
tions of the Development Council in Sugar are 

(1) to recommend targets for, p roduction , to coordinate produc- 
tioi^ programmes^ an^ to review „ programmes from” time to 
time; 

(2) to suggest ...norms, of efficiency^ w.ith.. a view to ellrnina.ting 
waste, obtaining maximum produc tion, improving quality and 
reducing^, cost; 

(3) to recorpmend measures, for- securing the fuller utilisation of 
the installed capacity and. for .improving the working of 
the industry particularly .of the less efficient omits; and 

(^) to promote arrangepaents-" for- — better- -marketing, and 
helping in the devising of a system, of distribution and the 
§aIejpj..jpi:Qduce ^pf the industry which _w(m]biJ>e ..satisfactory 
to the con sumer s. 

The other functions of the Development Council in Sugar are 
designed to promote the f ull-ff edged. jdovelo.pment,ol-th^^ 
e.g. by undertaMng‘r-eseai:qh 3 CttotieajeM.training.,p 
by disseminating..^toIor^ and by standardising accounting 
nietfiods. 

S. F.—i 
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The responsibility for developing the sugar industry as a 
whole rests on the shoulders of the Central Government while 
the State Government has to pi'omote the development of the 
sugar industry, particularly in the co-operative sector, by parti- 
.cipating in their finances, by creating a proper climate for 
their successful working and by encouraging more progressive 
• methods of agricultural production. 
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LIABILITIES OF THE CO-OPERATIVE SUGAR' ; , 
FACTORIES TO GOVERNMENT 

Excise and Purchase Tax 

The excise duty on sugar is levied by the Central Govern- 
ment. Its rates vary frequently. The present rate is Bs. 28-65 
per bag of the prescribed size of one quintal. The excise ^^duty.. 
represents the contribution of the sugar industry to the general 
revenue , of the country! " It is, so to say, a repayment of the 
benefits which the sugar industry secures from the Government 
and Other public institutions to which the people in general in 
the country have contributed. 

The sugarcane „ cess ...was levied by different State Govern- 
ments and it was in operation before it was declared ultra vires 
of the Constitution. The levy of the sugarcane cess is a State 
subject; the proceeds of the sugarcane cess were utilised to 
some extent for cane development while a part was treated as 
a contribution to the revenue of the States. The rates of the 
sugarcane cess vary from State to State. In some States there 
was no levy on sugarcane cess at all whereas in others it was- 
as high as Rs. 5/- or more per ton. A sugar factory in Uttar 
Pradesh challenged the Act, levying the sugarcane cess in that 
State, on the ground that the Act stated that the cess would 
be levied on industries in the local area and that in a local 
area the local authority concerned had the power to collect the 
cess under the relevant State Act. So, the U. P. Act was dec- 
lared idtra vires of the Constitution. Factories in other States 
also went to the courts of law and on this point the relevant 
State Acts were declared ultra vires. Thereupon the State Gov- 
ernments have preferred to levy the sugarcane cess under the 
cover of thq..,Purchase The only di%rence which the 

passage of sucAAc^.t^“^s.“entaile^ are not applipable 

tortile ^factories which owii^cane-producing farms. The rate of 
the purchase tax in the ”Mahaiiihira“'S^^^^ is half .nP, per kilo- 
gramme of sugarcane purchase by a sugar factory, which works 
out at JRs. _5/-^per metric tonnq. Proceeds of the Purchase Tax 
are expected to be utihsed for J^e^^d^ of sugarcane and 

,of the areas where the sugarcane is produced. As yet it does 
not seem that the proceeds of the Purchase Tax are utilised for 
this purpose. 
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Insurance 

The co-operative sugar factories have to arrange for the 
insurance of their plant, machinery, equipment, stores, other 
Imaterials, sugar and other products, buildings, other fixtures, 
and so on, in order to protect them from natural and human 
calamities; While the responsibility for Insurance is squarely 
;placed on the shoulders of the individual co-operative sugar 

i factories, the Government JbM,.,.takm^^^ 

! tating insurance. 

In arranging for the fulhlment of the insurance require- 
ments of the co-operative sugar factories, the following objec- 
tives had to be kept in mind: — 

(a) Co-operatives should not confront the necessity of choosing 
between competing and rival insurance companies. 

(b) Co-operatives should be assured a legal means of obtaining 
rebate on insurance to the extent of the agency commission 
normally allowed by the insurance companies. 

(c) The insurer chosen should be financially strong and sound to 
be able to honour the claims raised by the co-operative sugar 
factories at any time and simultaneously without any delay. 

Until April 1957 Government had not paid attention to the 
matter of insurance on the part of the co-operative sugar facto- 
ries because they expected the individual factories to insure their 
properties with the insurance companies of their choice. The 
individual insurance companies were precluded from giving re- 
bate or commission to the insured co-operative sugar factories 
because this insurance was bound by tariff. On account of 
the keen competition in the field the insurance companies tried 
to win business by dangling various inducements to directors of 
the co-operative sugar factories. One way out of the difficulty 
of allowing rebate to the co-operative sugar factories that was 
discovered and followed was that the directors in their indivi- 
dual capacities took the agency for insurance and promised to 
hand over the commission or rebate allowed by the insurance 
companies to the co-operative sugar factories. But there was 
no guarantee that this promise would be kept up by the indi- 
vidual directors of the co-operative sugar factories. In most 
cases they utilised this rebate or commission for some beneficial 
purpose related tp the co-operative sugar factories. But this 
practice of the directors holding insurance pol icies on be half 
of., .the CQ-operative”‘'~suii^ factories w m.^i^Q5iidei:£C..m 
an d . risky by the Government Besides, the auditors., also had 
taken objectiolT^o'^tliS practice. There was also a risk involved 
in the rival insurance companies quoting competing terms to the 
co-operative sugar factories. 
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A soi|ia4.MtemaMm Government, .insur- 
ing tlie„foiisiness.„..n£ th.e.,„ao-*rQperative sugar factories.. .witli.:... the 

State Insurance Fund_. and Jhe ln^ Insurance Companies pool 
Jointly, the latter, sharing 8 0 pe r cent o f the business and the 

former sharing the.xe^aining^_2^^^ percent. The servicing of the 

policies was decided to be done by the Indian Insurance com- 
panies' pool which was thoroughly conversant with the needs 
of the insured parties. The co-operative sugar factories were 
very much keen to assign the insurance business to a co-opera- 
tive concern in the field of business but the Government persu- 
aded them to accept the alternative of companies' pool-cum- 
Government insurance by pointing to the soundness of this 
arrangement. gMisfactoryjaju^^ were concluded by the 

co-pperative su factories with Government regarding the in- 
surance of the plants ■ and mach^ in transit both from for- 
' Sts. well,, as frSS "within the country and also 

against the break-dowm. „Qf,„macW in the process of actual 

operations, This arrangement was, in the first instance, made 
for one year; it was extended further after the experience of 
one year. 

The provisions of the Emergency Risks (Goods) Insurance 
I Act 1952 and the Emergency Risks (Factories) Insurance Act, 

I 1962 passed by the Parliament are applicable to the co-operative 

sugar factories also. ^he Oriental Fire and General Insurance 
Company is the only authorised agent of the Central Government 
%X this purpose. In view of this the co-operative sugar facto* 
fies have insured their as required under the 

said Acts with the Oriental Fire and General Insurance Com- 
pany Limited and not with the Government Insurance Fund, 

Staff Scales and Wages 

^ The wages of the clerical, manual and supervisory staff of 

f the co-operative sugar factories as also of the private sugar 

factories are laid down by the Wage Board for Sugar Industry 
j : which was set up in December 1957 by the Central Government 

i and whose recommendations were accepted by the Government 

; of India in February 1961. The other conditions of service of 

I the clerical, manual and supervisory staff of the co-operative 

I sugar factories as also the private sugar factories are also deter- 

^ mined by the recommendations of the Wage Board. The scales 

,of salaries and other conditions of service of the other adminis- 
■ 'trative and technical staff have been prescribed by the Federa- 
, tion of the Co-operative Sugar Factories in Maharashtra State 
as long ago as 1956-57. The,conditions of service for the other 
i staff ye^regulated^JfeL,,t he recom mendations of the Federation 
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Which are voluntarily accepted and put into effect by the indi- 
vidual co-operative sugar factories. 

Acts Applicable to the Co-operative Sugar Factories 

There are various acts of the Central Government and the 
State Government that are applicable to the co-operative sugar 
factories. A list of these acts is appended to the Monograph. 
(¥ide . Appendix XI®. 



CHAPTER IX 


PROSPECTS, 

The. State' ,Federation_Ql_. native _ Factories 

a nd ,the^ National.. .F£deration_of ^,„Ci)-operatiYe. Sugar Factories 

a re the c.Q3meetina..-Iinks between the co-operatiye sugar facto- 
lies and th a...8tate..„.a nd Central G o ve rnments. Tii»lpla 5 t...an in- 
creasingly.- importarit role. .as...JGow 

operative, sug^r factories... Ja.:..TCiaxe^^ These trends ' and the 
extension activities of the co-operative sugar factories are set 
out in this chapter. 

Co-operative Stcgar Factories and the Federation of the Co-ope- 
rative Sugar Factories in Maharashtra State 

The Federation of the Co-operative Sugar Factories in Maha- 
rashtra State (the Bombay State) was formed by the co-opera- 
tive sugar factories on tl^ir pwn^i^^^^ to consider common 

problems and work out their solution by common action, where- 
ever and whenever possible. The Federation was to act as the 
Uasion agency between Government and the individual co- 
operative sugar factories. It was a collective organisation of 
the co-operative sugar factories. It represented. the views of 
the co-operative sugar factories, and also acted"'as the channel 
for persuading the co-operative sugar factories to the reason- 
able proposals of . the Government. Government's support to 
the IPederation was evidenced, hy^the .subsidy Government gave 
to the Federation towards its expenses. The Government, how- 
ever, has not. influenced the working of the Federation. 

The Federation has been of grea t use to the member co- 

operative sugar factories in the aDjj|pi.ntments of higher staff, 
in .procuring .stores.,, maahiner^^^ and chemicals, in the . process- 
ing of licences .for the new facipriei' as"well as the. existing 
ones for. .expansip.n,_and_^lSQ_li,ce.ncea_lQr...impprts. pf machinery 
and .spares. The usefulness of the Federation to the co-opera- 
tive sugar factories can stih-he increased if the, .individual co- 
operative sugar factories .are...pTepat§d some func- 

tions and powers to the Fed eration. The Federation serves as 
the representative .brganisii^ the co-operative sugar fac- 
tories. Sometimes it .group o behalf of 

the individual co-operative sugar factories. The Federation is 
backed by the cohective strengthrof the co-operative sugar fac- 
tories and strengthened by the association of prominent econo- 
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mists and public figures with its activities. It has been able to 

act as the mouthr.piece-^ of the^...co.-operative- sugaii.,.,factQri,ea^^^ 

the StMe: The detailed discussion of the organisation and activi- 
ties of the Federation are appended to the Monograph. (Vide 
Appendix xni.) 

National Federation of Co-operative Sugar Factories 

Just as on the State level the State Federation helps the 
individual co-operative sugar factories in their taclcling of the 
common problems and in representing the views of the member 
factories to the Government and other public authorites, simi- 
larly the National Federation of Co-operative Sugar Factories 
acts or seeks to act as the mouth-piece of the State Federations 
and invidual co-operative sugar factories in the different States 
in India in representing their views to the Government of India. 
The National Federation was set up in 1960. Withiir the short 
period of three years it has esiLablished J^sjlaim 
the State Federations and co-operative sugar factories by under- 
taking various actiyiti^^^jjyidi^^ the co-operative 

sugar factories i n p r ocurement of bulk sto res, collection and 
maintenance of statistical_data_relati^ to the working of co- 
operative sugar factories, ..providingfechnical advice to the facto- 
ries and acting as j^llais,QiiJn&titution-.-o^^^ the co-opera- 

tive sugar factories with Governm ent and other public institu- 
tions^ _ The National Federation has been able to establish satis- 
factory working relations with the Ministries of Community Deve- 
lopment, Panchayat Raj and Co-operation, Food & Agriculture, 
Commerce & Industry, and Finance. It is a small organisation 
with a full-time secretary and two technical experts. It receives 
a grant-in-aid from the Government of India towards its expen- 
ses. The National Federation tries to place the co-operative 
sugar factories on the map of the sugar industry in the coun- 
try. A detailed note regarding the National Federation is in- 
cluded in Appendix XIV tOs^^the Monograph. 


Extension of the Co-operative Sugar Factories into Related 
Processing Industries 


(k In the sugar industry it is recognised that the by-products 
ijindtisiry ultimately turns, out to be. more' paying than the main 
n industry. It is also agreed that the co-operative sugar factories 
should utilise t he by-nroducts by st arting the processing indus- 
tries selling the jay-products to the 

private concerns. The association “~bf the co-operative sugar 

factories with the related processing industries would not only 
augment the earnings of the farmers but would also increase 
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the technical knQiKle,clge.,.hl...,,the farmers^ and e^ctend the.„.„eniploy- 

inent opportunities in rural areas. 

The material which can be used for producing by-products 
consists of' bagasse, molasses...,. ..andv^...press”m Prom bagasse 
could be extracted "cellularic raw material which is utilised for 
manufacture of papfer, chemicals etc. From' molasses alcohol 
could be produced. Alcohol can J>e useful for a large number 
of chemical industries. Press-mud' contains important wax com- ; 
ponents which have, significant industftdl uses. . Removal of 
wax from the press-mud does not reduce the manurlM' value of 
the press-mud. . 

Steps have been taken by some co-operative sugar factories 
in Maharashtra to utilise the by-products of the co-operative 
sugar factories. The co-operative_ sugar factories^, have set up 
sister co-operative "organi sations f or producing agricultural im- 
plements, machinery and reialed jngineen^ goods and alcohol. 

The Pravara Co-operative Sugar Factory has taken initiative 
in setting up the Pravara Agricultural & Industrial I>evelop- 
ment Co.-operative Society Limited at Pravaranagar in District 
Ahmednagar of Maharashtra State. It was found that^on account 

of progressive improvement Jin agriculture in the area, the 

demand „ for small tractors, oil engines, pumping sets, iron* and 
steel ^products_ and spa re '"^parts" has" go ne up. Oh ' this “back- 

ground, the Pravara Agricultural & Industriai Development Co- 
operative Society was set up. Its declared objectives are: 

I (i) To manufacture, purchase and store implements and 

I machinery required for the members; 

(ii) to disseminate knowledge of modern methods of agricul- 
ture and to encourage the use of such methods: 

(iii) to manufacture and distribute chemicals and other ferti- 
Users for increasing and maintaining the productivity 
of land; and 

(iv) to render necessary services to the members in their 

< cultivation of land etc. 

The area of operation of this Society is the same as that 
of the Pravara Co-operative Sugar Factory but the demand for 
its by-products comes from the whole of Maharashtra, The 
authorised capital of the Society is Rs.^^id .lakhs out of which 

Rs. 50 lakhs have been called up. %e Sta te Government has 
agreed in principle to participate in. Jl£ilihaz. e __cap lM l_af- the 
Society,.ju2dr4t-4ws_actaall3t_iaffltri^^ ..tO— thg^extent 

n'f B.S 'a la.khs. The amount of Rs. 10 lakhs has, so far been 
collected by way of share _caBUalJiyjaiejme^^ 
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Care has been taken to create a large body of shareholders in- 
stead of concentrating shares in a small number of persons. The 
Board of Management has been modelled on the constitution 
of the similar bodies in the co-operative sugar factories. The 
Society has secured the necessary lienee from the Union Gov- 
ernment under, the Industries ... (Dev^opment & Regulation) Act, 
1961, for the manufacture of” cast iron, citings of 250 tons, steel 
structures, of. 1,00.0 tons and fo^r .construction of sugar millmachi- 
nery. The Society proposes to obtain the licence for manufac- 
ture of other products in the course of time. Immediately the 
production of s|3are tr us ses, doors and.^ all. sorts of casting, turn- 
ing, facing etc!^ha^ One of the special charac- 

teristic features of the enterprise is the opportunity for labour 
particip^ailom-.in 

The co-operative sugar factory (Shetkari) at Sangli has 
the initiative in promoting a _co-operaMl^- at the same 
place. Its annual installed capacity is 12,60,0^ of 

alcohol. It is proposed to procure the molasses from the three 
co-operative sugar factories, viz. Shetkari at Sangli, Krishna 
at Rethare in Satara District and Panchganga in Kolhapur 
District. These three co-operative sugar factories have agreed 
to . participate in the share capital of the new society, but, if 
the two other co-operative sugar factories do not participate in 
the formation of a new society, the Shetkari Co-operative Sugar 
Factory at Sangli alone is prepared to form the Society and 
undertake the production of alcohol. There is ample water supply 
and also a convenient railway siding at Sangli where the alcohol 
plant is proposed to be located. The working unit of the plant 
and machinery of the Government Central Distillery at Nasik 
jhas been purchased by the Society at the cost of Rs. 4,75,000. 
A capital cost of Rs. 20 lakhs would be raised through a share 
4 ?,apital of Rs. 5 lakhs contributed by the Shetkari Karkhana, 
iRs. 5 lakhs contributed to the shares by the Government of 
Maharashtra and Rs. 10 lakhs to be obtained as a medium term 
^ loan from the Maharashtra State Co-operative Bank, Bombay, 
on the guarantee by the State Government. The Society propo- 
ses to manufacturers., 500 gallons of the rectified spirit per day. 
The annual expenditure is estimated to be Rs. 8,14.000 while the 
receipts would come to Rs. 9,03,000. Thus there would be an 
annual surplus of Rs. 89,000 to the credit of the Society. 

Change in the Structure of Government Regulation over the 
Co-operative Sugar Factories in Maharashtra, 

Since 1961 when the amended Co-operative Societies Act 
has come into operation, the Government of Maharashtra has 
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decided administrative control over the co-opera- 

tive sugar factories in the State. The Government’s nominee, 
viz. the Joint Registrar (Sugar), would continue to attend the 
meetings of the Boards of Directors of the co-operative sugar 

factories but he would prefen not to veto any decision of the 

Boards of Directors and thus help m build up a new convention. 
Similarly the G over nment wouldl cease to have any hand in the 
appointment of the Managing Directors ^of the c^^^^ sugar 

factories. This decision of course would not absolve the Gov- 
ernment of its primary responsibility of broadly supervising the 
working of the co-operative sugar factories and ensuring their 
efidciency through a judicious use of" the built-in safeguards. 
The purpose of these safeguards couid be interpreted narrowly. 
Just to ensure the security of the financial investments of the 
Industrial Finance Corporation, the Central Financing Agency 
and the State Government. But them^ssentiaL. purpose, is to 

Encourage the co-pnerative, s u g ar fa ctories to manage their 

kffairs.---wisely_and_^^ ■ 
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CONOJLJSION 

The co-operative sugar factories in Maharashtra are_^n 
^ass v irL ..Mter:r^vernme They are an out- 

come of the p^tnership among,.ya 3 dQ,us-PuhUc„ authorities State 
and Central Governments, public corporations and the co-opera- 
tive institutions. The p^Jic corporations that were concerned 
with the co-operative sugar factories were the Industrial Fin- 
ance Corporation and the Reserve Bank of India. The co- 
operative institutions vitally connected with the co-operative 
sugar factories were the State and District Co-operative Banks 
and their primary units. The essence of the S cheme of the 
Co-operative Sugar Factories . lay, in jhe™„demacmtlc.,ani.au^^^^^ 
mous character of the coroperative institutions. 

The pilot co-operative sugar factory at Pravaranagar was 
set up on the initiative of* the co-operative movement itself. The 
State Government took the leaf out of the successful career of 
the pilot co-operative sugar factory at Pravaranagar and launch- 
ed the Scheme of the co-operative sugar factories in 193^. The 

State Government oecupiea^.A...x.ent_raI Place ip. the scene of 

t he co-operative sugar iactQri£;sL..but its policy has been to^en- 
fcourage Jdaem autonomous demo- 

8^ fcratic institutions. The State Government has recently taken 
some Vital steps in furtherance of this policy. The State Gov- 
ernment has favoured the strengthening of the Federa;tion of 
the Co-operative Sugar Factories as j, link between the autono- 
mous co-operative sugar factories and the public authorities. 
It would be one of the important responsibilities of the Federa- 
tion of the Co-operative Sugar Factories to encourage the mem- 
ber-factories to keep alool from-non-economic.. forces and con- 
sideratipns. The National Federation would also help the co- 
operative sugar factories in this difficult but crucial process. 

Though the State ^|3overnment is the tutelage authority in 
respect of the co-operative sugar factories, the Central Gov- 
ernment has played an equa lly momentous role in pfacing the 
sugar co-operatives on the map of the Sigar industry in the 
country. It has adopted a liberal attitude towards the sugar 
, , co-operatives in the matter of panting them industrial and 

import licences, procurement , off scare 'm^^ spare 

parts, and even an emergent mMter. insurance. Sugar in- 
;|dustry is, in fact, a controlled industry. The Central Govern- 
ment operates various control^ over the sugar industry such as 
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ffixation of minimum regulation of price and move- 
ments of sugar, and sugar. Qiiotas for sale. The 

Central Government also regulates the wages and conditions of 

se rvic e of the clerical, manual and supervisory personnel in the 
co-operative sugar factories, and levies excise and income tax 
nn them. ; ” 

The financial stakes of the Central Government, the Indus- 
trial Finance Corporation and the Reserve Bank of India in the 
co-operative sugar factories are too important to be ignored. 
All the same the main supplier of block capital, viz. the Indus- 
trial Finance Corporation, has chosen to be contented with the 
financial safeguards of regular repayments of principal and in- 
terest. The Industrial Finance Corporation and the Reserve 
Bank of India conduct inspections periodically, though not regu- 
larly; these inspections rarely delve into administrative details. 
For the security of their investments, these participants in the 
financial arrangements of the co-operative sugar factories pre- 
fer to rely on the vigilance of the State Government rather than 
seek to control their management. In this way, though the Cen- 
tral Government is deeply involved in a State subject like the 
co-operative sugar factories on account of its concern with the 
planned development of the country, it has left the State Gov- 
ernment free .to shape and deal with the co-operative sugar 
fi.ctories. The constitutional division of powers between the 
State and Central Governments has been maintained; it has 
not prevented them from coming together to work out the 
^jScheme of the co-operative sugar factories. Their sharing of 
common views on the role of the co-operative sector in national 
‘^j economy has mainly contributed to the success of the co-ope- 
■rative sugar factories. 

The State Government uses formal as weU as 
neis in deMing_ with the cp-operative_ sugar factories. Diffe- 
rences between the Government and the co-operative sugar fac- 
tories on crucial issues are mostly resolved through informal 
channels. Formal methods of control include satutory and nqn- 
statutory means of regulating the affairs of the co-operative 
sugar, factories. The usual statutory means of regulation are 
approval of ameia^ments to bye-laws, Departmental inspection 
and _audit. The non-statutory means of regulation are those 
prescribed by the agreements concluded by the co-operative sugar 
factories with the Industrial Finance Corporation, the Central 
Financing Agency and the State Government The mo§t im- 
portant non-statutory means of regulation was the Govern- 
ment nominee on the" Boards of Directors of the co-operative 
sugar factories, with his. veto power. But the Government has 
now decided not to resort to this means. Both the statutory 
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and non-statutory means of regulation involve .financial as well 

as administrative controls. 

The Maharashtra State (in 1954 the Bombay State) has led 
the way - in piloting the Scheme of the co-operative sugar fac- 
tories. The Scheme has been quite successful. So it was adopt- 
ed by other States and supported' by, .the Central Government. 
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APPENDIX II 
(Chapter III) 

(A Specimen Copy) 

Technical Report on the proposal for the establishment of a Co- 
operative Sugar FactoiT (in the Korhale area, District Poona) . 

Introduction 

This was one of the proposals included in the original Government 
Press Note dated 12-6-1954. It was kept aside because the Government 
thought that its claim for a licence might delay the securing of licences 
for Ganesh (Rahata), Shriram and Girna. Subsequently the Govern- 
ment of India refused Licence to this project on the ground of . inade- 
quate -jcanea^ This project was also not included in the Second 

Five Year Plan as it was feared that the acreage would not be ade- 
quate. This position, however, has since changed as will be clear from 
what is stated below. 

Availability of cane 

The project covers 20 villages, 12 of which are under the command 
of the Nira Left Bank Canal. A statement giving the names of these 
villages and the acreage of standing sugarcane in each under the dif- 
ferent modes of irrigation, is enclosed. It will be seen from the state- 
ment that the project can depend on the produce of 3,077 Acres 20 
Gunthas. The minimiun yield in this area can be taken to be JS 
per acre. (The yields obtained by neighbouring Malegaon anS Shriram 
factories have been 46.90 tons,„and 47.00 tons respectively in 1957-59 
and 45.15 tons and 40.17 tons respectively for the season 1958-59.) This 
would give produce just enough for a plant of 1,000 tons capacity 
which would need 1,30,000 tons of sugarcane per season. 

Sugar recovery 

The recovery can be estimated at over 12% in view of the follow- 
ing recoveries obtained in neighbouring factories: — 

1958-59 

1) Malegaon 12.041 % v ' 

2) Shriram 12.006 % 

Suitability of location 

Though the project is called the Korhale project, the centre of 
the area would be somewhere between Hoi and Vadgaon. This would 
be about 9 miles from the Nira Railway station in the West. The 
Nira-Baramati road, which is a metal road and which is now to be 
concreted, goes right across the proposed area of operation for a 
distance of about 17 miles. There are adequate csut tracks, available 
for movement of the cane from the villages to the factory. Moreover, 
the Sangli-Kambleshwar-Latur road of the liTigation Department can 
be made use of, if necessary. Adequate . land will be, available for the 
construction of the factory. The existence of the canal solves the prob- 
lem of water supply. 

Ability of people to collect share capital and to run a Cooperative 
Sugar Factory 

The producer members have already collected Rs. 3,08,025/- to- 
wards share capital and they would be able to make up the neces- 
sary amount of Rs. 20/- lakhs within two gul seasons. Tie area has 
enough local leaders to bei&r "the brunt of man^ement. 

S.P.— 7 ' 
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Capacity of the plant recommended 

1,000 tons crusliing per day 

Statement showing standing Sugarcane acreage collected from the Eevenue and 
Irrigation records in respect of each village included in the area o! operation 
of the proposed Shri Someshwar Sahakari Sakhar Karkhana Ltd. 

(Korhale Bndruk) 


Sugarcane acreage under 


or. — 

No. Name of the 

Canal 

Flow 

Lift 

Wells 

Total 


A.G. 

A.G. 

A.G. 

A.G. 

A.G. 

1. Nimbut 

129-20 

8-20 

7-00 

219- 00 

364-00 

2. Muram 

283-32 

6-00 

12-20 

262-28 

565-00 

3, Karanje 

115-17 

— 

— 

145-23 

261-00 

4. Hoi 

298-16 

6-07 

H-14 

471-03 

787-00 

5. Vadgaon 

23-00 

3-00 

4-00 

58-00 

88-00 

6. Korhale Khurd 

54-00 

— 

15-00 

37-00 

106-00 

7. Korhale Budruk 

118-04 

— 

— 

205-36 

324-00 

8. Late 

77-17 

— 

2-00 

90-23 

170-00 

9. Shirasane 

23-00 

— 

4-20 

15-20 

43-00 

10. Pandara Dy. No. 
16A 

Dy. No.16 

1-20 

12-10 




43-30 

11. Pimpra 

1-00 

— 

2-30 

— 

3-30 

12. Shivtakrar 

2-00 



— 

2-00 


1169-16 


23-27 


59-04 1503-13 2757-20 
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Sugarcane acreage o! tlie adjoining villages that are not in the area of operation 
of the proposed Karkhana. 



Sugarcane acreage under well only 

L Loni-Bhapkar 

4-00 

2. Miidhale 

11-00 

3. Waki 

13-00 

4. Chopadaj 

8-00 

5. Murti-Modha.ve 

7-00. 

6. Morgaon 

6-00 

7. Karkhel 

212-00 

8. Deulgaon-Basal 

59-00 


Total 320-00 

, Bd/- ■ . 

District Co-operative Officer 
(Sugar) Baramati. 
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BahiiriS.S.K. Ltd. 3-11-64 19-10 -57 65-66 8-00 37*28 Nil 0*71 37*99 16*99 20*57 

Rahnri, Dist. 66-66 2*00 

Ahmednagar. : , . 
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12 . Bhogawati S. S. K. Ltd. 18-10-85 16—2-69 66-56 10-00 25-32 0-13 0-98 26-41 3-76 0-52 
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A/AO«« 

19. ShetkariS.S. K.Ltcl. 10-10-55 21 -12-58 66-57 KhOO 24-71 0-42 0-79 25*92 6*44 

Sangli. 

Sholapur Bist. ^ 

20. Yeslnvant S.S.K. Ltd. 20—6-60 15-2-63 60-61 15*00 25*28 Nil 0*01 26*29 Nil 

Akluj, Dist. Sholapur. 
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(Proposed) 

10. Warna -do- 65-00 1960 3-00 47-00 1970 41*60 Dec. 62 11-10 30-60 Dec. 65 

1961 5-00 

1962 5*00 

1963 6-00 
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20. Yeshwanii -do- 90-00 197 6 30-00 Nil Nil 30-00 Deo. 68. * As per 

(Proposed) Not yet disbursed the tentative 
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A3EYENBIX iV 
(Chapter IV) 

(A Specimen Copy) 

The Bhogavati Sahakari Sakhar Karkhana, 

Ltd., Ghotavde, District Kolhapur. 

Government contribution to the 
share capital of 

Government of Bombay, 

Development Department, 

Resolution No. CSK.1356-D, 

Bombay, 23rd March, 1956. 

Letter from the Registrar of Cooperatve Societies, Poona, N. G.273/2, 
dated the 3rd March 1956. 

Resolution : — Government is pleased to accord sanction to the contri- 
bution of Rs. 10 lakhs to the share capital of the Bhogavati Sahakari 
Sakhar Karkhana, Ltd., on the foll owing conditi ons and on such other 
conditions as may be laid down by Government from time to time. 

1) The Society shall create a special class of fully paid up shares 
known usually as redeemable preference shares, payable put of_ the pro- 
fits of the society, and the surplus' pfpiiM 6 society shall be credi- 
ted to a separate account usually known as capital redemption reserve 
fund and the shares purchased by Government shalFbe redeemed out 
of this fund and not out of the general capital of ' the" society. The 
C§.pital Redemption Reserve Fund”® be started “immediately and 
sum portion of the profits ^ the Directors think proper shall be 
credited to, that fund from year to year. 

2) The Society £hali not issue any debentures, or. ...contract loans or 

otherwise exercise^its borro^hg powers except with the previous sanc- 
tion of Gpy^^^ and the Industrial Finance Corporation of India. 

3) The Society shall not decla re divi dend in excess of , percent 
per annum subject to the"* cohdftibn that the society may create a 
dividend equalisation fund on the lines to be laid down by Govern- 
ment. The contribution to the dividend equalisation fund shall have 
a priority next to the contribution to the capital redemption reserve 
.'fund. 

4) The Society shall, accept two, mominees of Government in addition 
to the nominee of the RegisTrar oFCooperative Societies _and Director 
of AgricultumLMax’keting and Rural Finance on its Board of Directors 
t^Fthe- share -capital., contributed hy__ Government is repaid. The 
right of appeal will lie to the Government"' of Bombay when 
the"' nomine^ of the Industrial Fihahce Corporation as well as the 
nominees of the Government of Bombay dissent from a decision of 
the Board, and Government's decision shall be binding on the Board. 

5) Government will have the power of approval to. the appointment 
of the Managing Director and hisri:;eTms" of ' appointment. 

6) In place of the capital redemption reserve fund ref erred to at 
condition No. (1) above, the society sh^l have the option of creaF 
ing a separate fund under its bydaw authorising it to collect' deposits 
(non-refundable) from the members under certain conditions, for be- 
ing utilised to redeem the share qapital contributed by Government. 
Tlie relevant by-law of the society in this connection should clearly 
state that the amount so deposited will not be repayable in cash 
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but on the expiration of the period prescribed for redemption of-ihe 
shares held by Government of Bombay each producer share holder 
will be entitled to receive shares of , the value of the amount stand- 
ing^ to his credit. 

7) The shares purchased by Government shall be primarily fully paid 

up. shares with preferential rights as , to^the return of capital in wind- 
ing up but redeemable earlier out of the profits or out of the proceeds 

of the fund created vide condition (6) above. 

8) The Government contribution sanction ed herein shall be disbursed 

to the Karkhana on ’the basi^of its own share capital, and that the 
amount of Government contribulion disbursed shall at no time exceed 
share capital collected by the Karkhana from its members. 

9) The Society shall amend its by-laws so as to give due effect to 
these conditions before utilising Government's share capital. 

2. The expenditure of Rs. 10 lakhs on account of the Govern- 
ment contribution to the share capital of the Karkhana is debitable to 
the budget head “72-Capital Outlay on Industrial Development-B-Invsst- 
ment in other Commercial Concerns-Subscription to Share Capital of 
Cooperative Sugar Factories and” and should be met from the advance 
of Rs. 10 lakhs from the Contingency Fund sanctioned in the Govern- 
ment Memorandum, Finance Department, No. CNF.1155/473-V, dated 
the 22nd March 1956. 

By order and in the name of the Governor of Bombay, 


SdA 

Assistant Secretary to Government. 


The Registrar of Cooperative Societies, Poona. 

The Director of Industries, Bombay. 

The Chairman, Bhogavati Sahakari Sakhar Karkhana, Limited, 
Ghotavade, District Kolhapur, 

The Accountant General, Bombay (through the Finance 
Department), 

The Finance Department, 

The Public Works Department. 


By letter 
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i AFPENBIX V 

(Chapter IV) 

I (A Specimen Copy) 

5 INDUSTRIAL FINANCE CORPORATION OP INDIA 

NEW DELHI 

Dated ; 20th Oct. 1962 

Re: M/s. Niphad Sahakari Sakhar Karkhana Ltd., 

J Niphad, Distt. Nasik. 

Memorandum of .tentative. tmia&....aDd..iiQiidlti^^^^ .loan .pl...Rs, 90.. 

la,cs...ixupBes ninety lacs only) sanct ion ed to the_abpye Society for the 
^ D urnose of lmpleffie nt ing..dt s Sch e me " of f s etting up a "Sugat.lFactory 

between Pimpaias and Pimpri villages, Niphad taluka, district Nasik, 
Maharashtra State with a crushing capacity of 1,00 tons per day with 
the plant capable of being extended to 1,500 tons capacity per day 
I by suitable additions later. 

! I. AMOUNT OF LOAN; Rs. 90 lacs (Rupees ninety lacs only) 

j II. No part of the loan will be disbursed unless the Maharashtra 

State Government gives an undertaking to the I.F.C. that in the event 
of there beipg any shortfall in the resources of the Society to meet 
the capital expenditure under the scheme as now estimated or as may 

be revised hereafter, it will be inet by the State Government from 

sou rce s other than the Corporation. 

IIL The loan will be disbursed to the Society„.in instalments ac- 
cording to a schedule to be submitted by it and approved by the Cor- 
poration subject to the Society offering at each stage of disbursement 
d margin of 35% (Thirty five percent) of security cbmpnMhg th^^^ 
i'ng fixed assets and the fixed assets to be acquired out of the instal- 
ments to be disbursed by the Corporation or otherwise. 

IV. The Society shall raise a minimum shai*e capital, of^ Rs. 40 

lacs (Rupees forty lacs only) including the Maharashtra State Gov- 
ernment's contribution before ita^factory goes into production. The 
share capital_shall_ be raised to Rs. 50 lacs withi n one year of the 
commencement of production.* 

V. The disbursements out of the loan shall, however, be made 
such_ proportion to the share^capital raised by the Society as may 
^ be decided upon by the Corporation. In case ^ t^^ in 

; the collection of the minimum share capital of Rs. 40 lacs, the Corpo- 

ration shall have the discretion to withhold disbursement of the loan 
‘ tQ...,such extent as it may consider necessary until the shortfall is 

I inade„gQpd. 

VI. The Society shall make arrangements satisfactory to the Cor- 
i poration for raising a medium term loan of Rs. 20 lacs from the 

i Maharashtra State „Co-operative Bank Ltd., for meeting a part of the 

; capital cost of the scheme. 

f VH. The Socie^ shall , borrow for capital expenditure, other 

' than from the Corporation to the extent of Rs. 90 lacs and from the 

Maharashtra State Co-operative Bank Ltd., to the extent of Rs. 20 lacs, 
except with the prior approval of th e Coip pratlon 

I Vm. The Society shall prepare a revised estimate of the capital 

cost, in consultation with the Department of Co-operation of the Minis- 
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try of Community Development and Panchayati Raj and Co-operation, 

bringing, down- -the- total -eost- tO' 15D laes and-- furnish -the 

Cpiporation with a copy of the xeyised estimate together with relevant 
details. 

IX. Ilie Society shall arrange to get a specific cane gjowing area 
allotted tS itrS^ the ^tate Government to ensure the availability of 
adequate supply of sugarcane. The Society shall also satisfy the Cor- 
poration that the estimated cane growing area of .AOOO . acres around 
the factoi'y would be available to it for growing cane before its going 
into production in November, 1963. 

Re: M/s. Niphad S. S* Ltd. 

X. SECURITY: The loan vinLlLJ„a»secm*edAy.~^^^ 
wMchjmust.,, cover.. aU... the - existing ~as^^ assets of the 

Society^ viz,^Jand,„buildings^---plant_.and..macM^ fixtures^rcars, furni- 
ture, tmcfe, vehicles,, traotors,.„ typewriterSi„j^^ machine, etc, 

XI. Deferred payments, if any, to the machinery suppliers shall 
not Involve any charge in their favour on the Society’s assets to be 
charged to the Corporation. 

XII. The Corporation will also have a negative charge on machi- 
nery stores and machinery spares, both present and future. 

xm. The Society will be free to. raise funds from Banks or others 
against raw materials, stock-in-process and finished and unfiinished 
products, but if the Society wants to raise funds against any other 
tangible moveable assets, previous, written consent of the Corporation 
should be obtained. 

XIV. REPAYMENTS: The amount of the^loan shall be repaid in 
13 . (Thirteen) annual instalments, provided, however, that the amount 
of instalment payable in any year shall be, calculated at the rate of 
two annas (As. 2/-) per maund of, sugar cane crushed in„.the...preced|ng 
crushing season, with a minimum.-OfJRs-. 6..ia.cs,iQr.,,the . first, year and 
Rs. 7 a year for the next twelve years. The first instalment “shall 
becdnie payable bn the 1st July 1956, i,e. after the society has worked 
for two full crushing seasons " and the. last (Thirteenth) instalment op 
the 1st July 1978.- 

XV. PREMIUM ON PREMATURE REPAYMENT OF THE LOAN: 

In the event of premature repayment in full . or. in part of the 

outstanding loan, Trom sources other than accumulated profits or addi- 
tional shafe\.capital, the basis, provided that it shall give ..prior, notice 
in writing to the Corporation of not less ..than 90 days of its„ intention 
to repay jn advance of the due date, stating the . amoun.t,...,the sources 
anc^ proposed earlier Aate,^pf repaymerit:-- 

Time of repayment Premium (Actual and not 

per annum) 


Not more than two years before 
maturity. 

1 

% on 

the amount 
repaid. 

More than two years but not more 
than four years before maturity. 

2 

% 


More than four years but not more 
than six years before maturity. 

3^ 

% 

■ ■ ' ... 

More than six yeai's but not more 
than eight years before maturity. 

6 

% 


More than eight years before ma- 
turity. ^ 

6 

% 

tf 
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premium wili,_ how,ey<grr, l^remature pa;^iiient 

ma de ifom accumulated p rofit s or additional sliare capital. 

XVI. INTEREST:'^ 

This Society shall pay interevSt on the loan at such rate as is 
fixed by the Corporation in this behalf from time to time, with the 
prior approval of the Central Government and notified by the Central 
Government in the Official Gazette as provided in Rule 6 of the Indus- 
trial Finance Corporation Rules, 1957, subject nevertheless, to a paini- 
mum rate of 7-|% (seven and a half percent) per annum wltli'' a rebate 
of Wo" (half per cent) if instalments of principal and interest are paid 
on due dates, which is now current. 

Re: M/s, Niphad S, S, K. Ltd. 

XVH. Interest will be paid half-yearly on the 20th June and the 
20th December each year. 

XVUI. In default of regular payment of interest on the due 
date, compound interest shall become payable on moneys due. 

XXX. TITLE: 

I The Society shall produce a marketable title to the property pro- 

I posed to be mortgaged, to the satisfaction of the Corporation’s Solicitors/ 

j Law Officers. 

i . ■ 

XX. INDUSTRIAL LICENCE: 

In case the society is not in a position to establish the proposed 
factory before the 1963-64 crushing season, it shall get the industrial 
i licence suitably amended to provide for the necessaiy extension of time 

for the establishment of the undertaking. 

XXI. INSURANCE: 

The properties charged to the Corporation shall be ipsured^f cr their 
written...down value after allow^ fo:^ nor maL.„depre.ciation o_nlv„Xi.e. 

I excluding any special depreciation) "agfinst Fire, Riot, Civil _JDommo- 

tion and such other risks_,^ may. be... considered, necessary, hy the Cor- 
I poration in the joint names'^ of the Society and the Corporation as 

! mortgagor and mortgagee respectively with insurance companies of 

^ repute to be approved by the Corporation. The Society shall be bound 

; to pay premia and obtain fresh policies at least 7 days before the 

j expiry of old policies. 

i XXn. DIVIDEND: 

I So long as any money remains due or payable by the Society to 

I the Corporation in respect of any loan(s) borrowed by the Society from 

I the Corporation, the Society shall , not declare any - dividend to its 

> shareholders .. .(both equity and preference) in any year until it has 

I paid the instalments of principal^and interest., due, on. the loan(s) to 

I Corporation, upto- that year . o£ijas rhade. provisions satisfactory to 

the. Corporation for. making ttie ^or^aid payments. 

I Provided that^the dividend to be declared by the Society shall not 

I exceed 8% (eight up. ■■ capital., .of . the 

I l^jS^w ^out the p rM ^ writ ten eonse of the Corporation. 

t S.P.— 8 
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;XXIIL UTILISATION: ^ 

' Tile 'amount of loan will be utilised for ff ee ting a part .of the 

capital cost of the scheme. 

XXIV. 

the amount shall be utilised for purposes other than 
those for which the loan is sanctioned. 

XXV. , DIRECTORS: 

^ Corporation reserves to itself io^appoint,. ..and re- 
move, at its.. .pleasure, not, jnore Jhan^^te directors .of. its . own .choice 

on .the Board of Directors and/or Executive Committee of the Society, 
sudh directors being non-rotating and not liable to hold any qualifi- 
cation shares. The director (sy so appointed shall be entitled to ask 
■for and receive copies of the minutes of all Board and/or Executive 
Committee meetings of the Society. Such directors shall also be entitl- 
ed to receive notices of all General meetings of the Society and attend 
the same by way of invitation and request. The Society shall amend 
its Bye-laws to make it possible for the above conditions to be complied 
with. 

Re: M/s. Niphad S. S. K. Ltd. 

XXVI. GUARANTEE: 

Th£i^epayment...oLlhe.Jpan„_and.,,pa of interest thereon shall 
be gparenteed^by the_Mahara^h1&a State Goyernm the Central 

C3^vernment on . 50/50 basis. 

XXVTI. nuri n g the period the 1pm from -.the.. is out- 

standing^. the Society ^S^^create^^ any-., further encumbrances Ion 
tha.-assets~.mor4gaged.Ja theLporporation without the previous consent 
in 3 ritip&..of - Jhe,. Cp^oratioh. 

XXVIII. The ampup^ of the loan, will.,, bp kept in _a sepa- 
rate account, r^Jha.nama^of Jhe Society with a bank to be approv- 
ed, by the Corporatipn,.^ the payments from which wiU be veri- 
fied by the ’Manager of the Bombay Ofdce of the Corpora- 
tion. The Society shall obtain and furnish the Corporation with a 
letter from their bankers foregoing their right of set off. A draft of 
the letter required is enclosed. No amount from the said account shall 
also be transferred for being kept in call, short term, fixed or any other 
deposit with the aforesaid or any other bank without obtaining the 
prior written approval of the Coiporation. When such permission is 
gi'anted by the Corporation, a letter from the Bankers foregoing their 
light of set off in respect of such deposit/s also shall be obtained 
before making the deposit. 

XXIX. The Corporation will have the right to have the Society's 

fact<^y -and, books of, acc oun t inspected by Officers of the Corporation 
or . by qualified Auditors as also,. the right to have, whenever necessai;y, 
technical inyesrigations of by experts approved 

by ,th.e corpQX.aiipn.~~ The cost of such inspections/investigations will 
be borr^ by , the Sq.c1^^ 

XXX. The Society shall pay a coinmitmmt . .char at 1% Cone 

percent) per annum on the Instalment of principal which the Society 
fails -to, draw on . the date„.mfiritiQned. in .the-schedu^ said 

date toJhe date on which the instalment is actually drawn. 
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XXXI. The Society shall deposit with the Corporation, when 
accepting the terms and conditions of the loan, an amount calculated 
at the rate of -|% (Half percent) on the total loan amount. In case 
the loan or a portion thereof is not availed of by the Society, after 
executing the Mortgage Deed without giving at least six months* prior 
notice to that effect the whole of such deposit, in case the entire loan 
is not availed of, or part thereof in proportion to the amount of loan 
not availed of, as the case may be, shall stand forfeited to the Corpo- 
ration and the amount of deposit or part thereof not so forfeited shall 
be refunded to the Society. 

XXXII. The Society shall furnish to the Corporation copies of 
all the documents in respect of arrangements made or to be made 
with bankers or others for borrowings from them. 

XXXm. The Society shall, of its own accord, make such alterar 
tions and additions to itis Bye-laws as are necessary to make them 
conform to the terms and conditions of the loan. The Society shall, 
in addition, also carry out, whenever called upon by the Corporation 
to do so, such further alterations and additions of its By-laws as may 
be deemed necessary, in the opinion of the Corporation to safeguard 
its interest. 

XXXIV. The Society shall not be allowed to carry on any general 
trading activity other than the sale of its own products during the 
currency of the loan. The Society shall declare whether it is or 
will be engaged in any other trading activity besides selling of sugar 
and its bye-products. 

Re: Mfs, mphad S, X K. Ltd, 

XXXV. The Society shallniQt,.~without the prior permission of the 
Corporation obtain in writing, invest its funds by way of deposits, loans, 
share capital, or otherwise m any other concern .. (including its., .subsi- 
diaries or holding. Society) so Jong as any money is due .from it to the 
Ckirporation, provided however, that nothing herein contained shall be 
Construed to restrict or limit the right of the Society to deposit tempo- 
rarily such funds as may he necessary with parties who may insist on 
such deposits as a condition of the transaction by them with the 
Society or with its Bankers in the normal course of business. 

XXXVT. The Society shall not undertake any new scheme . other 
than the one(s) submitted by it to the Corporation in connection with 
the loan(s) sanctioned to it and approved by the Corporation, nor shall 
it undertake the expansion, of its existing capacity , involving additional 
capital expenditure, without in either case, the prior approval of the 
Corporation had obtained in writing. 

XXXVrr. The Society shall undertake to . make deductions, as..non- 
refundable depots, its^producer xnem- 

Bliil^at tbLej:atpIcCJ 9 Pt.-l^ nE. (Rupees Three and 

Naye Raise "fifty only) per t on of ..sugarcane and the .amount- .thus.-.col- 
lected shall be,utilisedrly-the for., meeting --the residual 

capitairexpenditure, if ^y^.pnjJi^r:^i3ie..§jGhemeliffi liabilities towards 
the Corporation , on account of. the repayment of the instalments of 
gie loan of the Corporation., and the payment of interest op. the Joan, 
in case, the profits, of the S^ety.&jr. meeting, these latter commitments 
are not adequate, and thereafter., for .redemption of the share capital 
subscribed .hy the3ta£e..(^^ or for other purposes. The bye- 

laws of the Society shall be amendedT accordingly. 

XXXVni. The Society sha ll make arr angements satisfactory to 
the Corporation for rais ing funds. jnecessary" forVmeeting its require- 
pont^.. of working capital . 
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XXXIX. The Society shall also make arrangements satisfactory to 
the Corporation for the . appointment technical 

personnel for the completion and operation of the factory. 

XL. The Society shall JlQt^a3^~-te- the^^^ supplies a price higher 

than the minimum M'ed b v the Maharashtra State/Central Govern- 
ment mthout obtainin^ihe.jpiiDr^^ the C^yernments, 

XLI. The Society shall make arrangements satisfactory to the 
Corporation for meeting its requirements of ^ and power to the 

factory and the colony as also for the disposal of factory effluents. 

' XT«TT. Besides the amendment of its bye-laws as required under 
clauses XXV, XXXni, XXXVn above, the Society shall also arrange 
to amend the following bye-laws:—- 

(a) Bye-law No. 43 providing for the Chairman of the Society 
looking after the day to day business of the Society and his 
being paid honorarium. 

(b) _Bye-law No. 59 providing for the payment of any additional 
"return to the producer members over and above the cane 

price to be paid to them in accordance vrith the formula set 
out therein. 

The above bye-laws shall be amended in consultation with the State 
Government and the Ministry of Community Development and Co- 
operation (Department of Co-operation). 

XLin. The Bye-laws of the Society shall be further amended to 
provide — 

(a) that the liability of the Maharashtra State Govt, in respect 
of the share capital contributed by them shall be limited to 
the face value of the shares taken; 

(b) that the preference shares held by the State Government 
shall not be redeemed during the currency of the loan from 
the Corporation except in the manner indicated in clause 
XXXVII HEREOF; and 

Re: M/s, Niphad S. S, K, Ltd. 

(c) the dividend payable on the preference shares subscribed by 
the State Government shall not be on a cumulative basis, i.e. 
irrespective of the profit or loss that may be registered by the 
society during its annual working. 

XLIV. LEGAL EXPENSES: 

The Society shall pay to the Corporation a sum of Rs. 7,000/- 
(Rupees Seven thousand only) to cover cl^gjrges... for investigation of 

. SQol&1^:^_-^tle up of jificessary, loan 

tioru* The work connected with the' comj^ti^ of the loan transac- 
tion will be attended to by the Branch Law Officer at the Bombay 
Office and/or the Chief Law Officer at the Head-Office of the Corpo- 
ration. In addition, the Society shall bear all stamp duty, registra- 
tion charges and all other incidental expenses actually incurred by 
the Corporation in connection with the travelling expenses paid to 
its l^al staff, cost of searches, etc., and execution and registration of 
aU the loan documents. 
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AFPENmX YI 
(Chapter IV) 

(A specimen copy) 

THE MAHARASHTRA STATE COOPERATIVE 
BANK LTD. 

No. AIC/SUG/ /61-62 Bombay-1, dt. 19th Reb., 1962. 

The Chairman, 

yeshwant Sahakari Sakhax Karkhana Ltd., 

Akluj, Dist. Sholapur. 

Dear Sir, 

Re: Intermediate-term loan on Government guarantee. 

With reference to the above, we have, to inform you that the fin- 
ancial accommodation to the extent of Rs. 35 lakhs has been recom- 
mended by the Government of Maharashtra for being allowed to you 
against its guarantee to enable you to bridge the gap between the capi- 
tal expenditure and the resources of your karkhana. The Board of 
Directors of this Bank have, therefore, been pleased to sanction an 
intermediate term loan of Rs,_35 thirty five lacs only), on 

Government of Maharashtra--^arantee , ® J|% interest repayable on 

or before 3 ist December 1968 in such instalments a^ m^ fixed later 
on the usual terms and conditions supplemented by the following: — 

1. The account will be operated at Bombay; 

2. The karkhana should purchase total shares of the Bank worth 
at least of Rs. 50,000/- before operating upon this accoimt. 

3. Interest, will be - debited and .payable half-yearly on the last 
working day of June and December during each year. The rate 
of interest is liable to be changed without notice. 

4. The karkhana shaU -colXect-js^npulsgry. non-ref undable deposits 

froirij^i^producer members , as^reguired under, the bye-laws of 
the karkhana"' by m^i ng deducti ons from the cane-price pay- 
able._ tg._ such such r^,e ,.which..the. Government of 

Maharashtra may direS-’’'hotwSistanding any provision con- 
tained in the existing bye-laws. 

5. The State Government shall, if deemed necessary, have the right 
to ensure the collection of compulsory non-refundable deposits 
as may be prescribed by it by revision of the Board's decisions if 
in the opinion of the State Government, the deposits decided to 
be collected by the Board are not sufficient to enable the kar- 
khana to pay off the loans within the stipulated period. 

6. So long as the karkhana remains a debtor to the Industrial Fin- 
ance Corporation or this Bank as Block Capital account remains 
unredeemed, the karkhana shall appoint the Managing Director 
only after obtaining the prior approval of the Government, not- 
withstanding any provisions contained in the Bye-laws. 

7. The karkhana will have to execute a separate agreement with 
the Bank and/or Government of Maharashtra incorporating all 
the terms and conditions as may be prescribed, if and when 
required. 
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8. The loan is sanctioned subject to the condition that this.. Bank:,. 

Mil have a second ..chaTg'e..,., .over-all its assets, subject „ to the First 

Charge of Industrial Finance of India that may be 

^created afte the Mortgage Deed If executed in their favour by 
the karkhana. 

9. The Books and all records., shalLbe open for 
inspection, to3he officers .of 

ID. The karkhana should undertake to furnish tp^the Bank, monthly 

p eriodical financ ial statementamnd-other statements of accounts 

other, as may be prescribed 

or reauired.-hy- the Bank. 

11. This Bank will have loan either in full 

oriSL.part, or Suspend jthe'^bpefatibhs bn any or all the accounts, 
if any of ~£iie cohditibns is vidTated or if in' the opinion of the 
Bjank, .any~-cf the_ahtidhs..of.-the.iar]d^ is-found to be preju- 

shali.be at liberty 

to^ take, .any ,stepi^as- it~-may-deem~»;dt-4o-~recov.er.-th advances 
allowed together with interest and other charges incurred., by. 
tjie Bank- 

12. The drawals on the loan will be allowed in suitable instalments 
to be decided between the Bank and the karkhana. 

Yours faithfully, 

Sd/- 

Manager 
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AFFENBIX ¥II 
(Chapter XV) 

(A Specimen Copy) 


THK MAHARASHTRA COOPERATtVE' BANK, LTD. 

Sir ¥ithaldas Thackersey Memorial Bldg., 9, Bankhouse Lane, Tort, 

Bombay 1. 

October 26, 1962. 


No. AIC/SUO/l(Ml/PAN/62-63. 

The Chairman, 

Panchaganga Sahakari Sakhar Karkhana, Ltd. 
ICHALKARANJI: District Kolhapur. 

Dear Sir, 


Re : — Financial accommodation for 1962--63 season 

With reference to the above, we have to inform you that the Board 
of Directors have been pleased to sanction the following credits to 
your karkhana; — 


Rate of 

No. Type of Ciredit Limit 

1. Clean Cash Credit Rs. 2,00,000/- 

(Rs. two lakhs 
only) 

2. Hypothecation Cash- Rs. 7,00,000/- 
Credit against stores. (Rs. seven lakhs 

only) 

3. Pledge Cash Credit Rs. 80,00,000/- 

(against pledge of (Rs. eighty lakhs 
sugar including raw only) 

sugar) 

On usual terms and conditions with the following: — 

1. The clean cash credit will be available only after the factory starts 
production. 

2. All the stocks, including stocks hypothecated or pledged to the 
Bank should be fully insured with an approved insurance company 
and policy be assigned to the Bank. 

3. The sugar stocks for season prior to 1962-63 should be separately 
shown in the statement of stocks to be furnished to the Bank from 
time to time and these stocks should be sold by 31-12-1962 unless 
the stock remains unsold for want of release orders. 

4. Monthly financial .statements and statement of accounts along with 
the stock statements as may be prescribed by the Bank, should be 
furnished before 10th of each month. 

5. The books of accounts and other record of the Karkhana shall be 
open for inspection to the ofBlcers of this Bank. 

6. The rate of interest is liable to be changed without notice and the 
interest will be debited and payable after half-yearly at the end of 
December and June each year. 

7. Hypothecation credit will be available against hjTot^^ecation of all 
stores including machinery stores and spares provided the Industrial 


Period Margin Interest 


30>-6-1963 

— 

€-1% 

P. A. 

30-9-1963 

30% 

61% 

P.A. 

30^9-1963 

30% 

6% 

P.A. 
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Finance Corporation has granted permission in writing to your 
Karkhana to raise loans against the aforesaid stores. This credit 
will not, however, be available against h 3 ^othecation of fertilisers, 
building materials like bricks, timber and tools and tackles. 

8. The present credits will be inclusive of previous outstandings. 

9. Advances to members against cane purchases will not exceed 
Rs. 35/- per ton. While disbursing advances to members deduction 
of Co-operative society dues for crop finance, Government Fanipatti 
and other dues such as arrears of share calls, deposits and other 
karkhana’s dues should be recovered. 

10. The Karkhana should purchase additional shares of the Bank of 
Rs. 1 lakh before operating on the cre^t limits. 

IL Permission of the Joint Registrar, Co-operative Societies (Sugar) 
Poona, should be obtained to raise the aforesaid credits from this 
Bank in pursuance of your bye-laws, if not already obtained. 

12. Arrangement should be made for appointment of Managing Direc- 
tor before 31-12-1962 failing which the credit limits sanctioned are 
likely to be cancelled. 

13. The Karkhana shou^ collect arrears in share calls from the cane 
price so as to collect at least total Rs. 750/- per share. 

14. A sum of Rs. 16 lakhs is earmarked under pledge credit to meet 
liabilities for payment of Intermediate Term Loan instalment in 
December 1962 and interest on I.F.C. Loan and bank credits. 

15. The Bank reserves the right to recall the advances or suspend the 
operations on financial accommodation provided to your Karkhana 
by it, if any of the conditions are violated or if in the opinion 
of this Bank, any of the actions of the Karkhana are found to be- 
prejudicial and/or detrimental to the interests of the Karkhana 
and/or Bank. 

16. The Karkhana should as far as possible make its purchases of 
stores, and sales of sugar through Apex Marketing Society. 

Yours faithfully, 

Sd/- 

MANAGER 
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AFPENBIX Vm 
(Chapter VH) 

Order of the Government of India, fixing the minimum 
Cane Prices during 1961“62. 

Ministry of Pood and Agriculture, 

(Department of Pood) 

Notification 

New Delhi, 6th January 1062. 

G.S.R. 43/ESS.Com. /Sugarcane - In exercise of the powers con- 
ferred by sub-clause (2) of clause 3-A of the Sugarcane (Ctontrol) Order 
1955, the Central Government after consultation with the State Gov- 
ernment of Maharashtra hereby directs that in lieu of the payment of 
the minimum price for sugarcane fixed in the Notification of the 
Ministry of Pood and Agriculture (Department of Pood) No. G.S.R. 624/ 
ESS.Com/Sugarcane dated the 21st April 1961 and of the deferred 
pasnnent, if any, as provided under sub-clause (1) of clause 3-A of the 
aforesaid order, payment shall be made by a producer of sugar by 
vacuum pan process or his agent for sugarcane delivered at the gate 
of the factory during 1961*^2 season in the whole of the State of 
Maharashtra of a minimum price specified in column (2) against each 
factory in column (1) of the Schedule below determined with reference 
to the minimum price per ton/quintal on the basis of the percentage 
of recovery of sugar from sugarcane during 1960-61 season. 


Schedule 


Sr. 

No. Name of the Factory 

Minimum sugarcane 
Price in rupees. 


per ton. 

per quintal 

1. Belapur Company Ltd., Haregaon, Dis- 
trict Ahmednagar. 

54 

5.31 

2. Godavari Sugar Mills Ltd., Lakshimi- 
wadi, District Ahmednagar. 

53 

5.22 

3. Godavari Sugar Mills, Sakharwadi, 
District Ahmednagar. 

54 

5.31 

4. Maharashtra Sugar Mills Ltd., Tilak- 
nagar, District Ahmednagar. 

55 

5.41 

5. Shri Changdeo Sugar Mills Ltd., Pun- 
tamba, District Ahmednagar. 

54 

5,31 

6. Gangapur Sugar Mills Ltd., Baghu- 
nathnagar. District Aurangabad. 

52 

5.12 

7. Kolhapur Sugar Mills, Kolhapur, 
District Kolhapur. 

56' 

5.51 

8. Ravalgaon Sugar Farm Ltd., Raval- 
gaon, District, Nasik. 

52 

5.12 

9. Walchandnagar Sugar Industries, Wal- 
chandnagar, District Poona. 


5.31 

10. Phaltan Sugar Works, Ltd; Sakhar- 
wadi, Ihstrict Satara. 

54 

5.31 
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Sr. 

Ho, 

Name of the Factory 

Minimum sugarcane 
Price in rupees, 
per ton. per quintal 

11. 

Saswadmali Sugar Factory Ltd., Mali- 
nagar. District Sholapur. 

53 

5.22 

12. 

Brihanmaharashtra Sugar Syndicate, 
Shripur, District Sholapur. 

53 

5.|2 

13. 

The Pravara Sahakari Sakhar Kar- 
khana Ltd., Pravaranagar, District 
Ahmednagar. 

54 

5'.31 

14.^ 

Kopargaon Sahakari Sakhar Kar- 
khana Ltd., Kolpewadi, District 
AGhmednagar. 

54 

3.31 

,15. 

Shri Chhatrapati Shivaji Sahakari 
Sakhar Karkhana Ltd., Bhavaninagar 
(Sansar), District Poona. 

54 

5.31 

16. 

Malegaon Sahakari Sakhar Kar- 
khana Ltd., Malegaon, Budruk, Dis- 
trict Poona. 

56 

5.31 

17. 

Shriram Sahakari Sakhar Karkhana 
Ltd., Phaltan, District Satara. 

55 

5.41 

18. 

Rahuri Sahakari Sakhar Karkhana 
Ltd., Shrishivajinagar, District Ah- 
mednagar. 

54 

5.31 

19. 

Ganesh Sahakari Sakhar Kar- 
khana Ltd., Rahata, District Ahmed- 
nagar. 

54 

5.31 

20. 

Ashok Sahakari Sakhar Karkhana 
Limited, Nipani Vadgaon, District 
Ahmednagar. 

54 

5.31 

21. 

Girna Sahakari Sakhar Karkhana 
Limited, Malegaon, District Nasik. 

52 

5.12 

22. 

Bhogawati Sahakari Sakhar Kar- 
khana Ltd., Parite, District Kolhapur. 

53 

5.22 

23. 

Shri Warna Sahakari Sakhar Kar- 
khana Ltd., Kodoli, District Kolhapur. 

56 

5.51 

24. 

Shetkari Sahakari Sakhar Kar- 
khana Limited, Sangli, District Sangli. 

54 

5.31 

25. 

Shri Panchagana Sahakari Sakhar 
Karkhana Ltd., Ichalkaranji, District 
Kolhapur. 

'S4' 

5 31 

26. 

Shri Krishna Sahakari Sakhar 
Karkhana Limited, Rethare BK, Dis- 
trict Satara. 

52 

5.12 

27. 

Belvandi Sugar Farm Private Ltd., 
Belvandi, District Ahmednagar, 

52 

5.12 
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Order for 19S2-63 

Ministry of Pood and Agriculture, 

(Department of Pood) 

Notificaticm 

New Delhi, 1st November, 1962. 

% 

G.S.R. 1459/Ess.Com/Sugarcane. - In exercise of the powers con- 
ferred by clause 3 of the Sugarcane (control) Order 1955, as in force 
in India and as applied to the State of Pondicherry, the Central 
Government hereby directs that during the year 1962-63 (1st Novem- 
ber 1962 to 31st October 1963) payment shall be made by a producer 
of sugar by vacuum pan process or his agent, for sugarcane delivered 
at the gate of any factory mentioned in column (2) of the Schedule 
hereto annexed, or at any purchasing centre connected by road, of 
a minimum price specified against that factory in column (3) thereof: 

Provided that— 

(a) for sugarcane delivered at any. purchasing .. .centre .connected 
by rail the payment shall be made at thirty4wo.,.na5^,e. paise per quintal 

(twelve naye paise per maund) less than the aforesaid_min lmum 

price; ' ' 

(b) (i) a rebate not exceeding four naye paise per quintal (one 
and a half-naye paise per maund) per mile, subject to a maximum 
may be deducted out of the aforesaid minimum price by a producer 
of sugar of vacuum pan process in the case of sugarcane transported 
by such producer by road in his own transport from the purchasing 
centre to the factory gate and the rebate so deducted shall be subject 
to a certificate issued by the Central Government or, under the direc- 
tion of the Central (government, by the State Government or any 
officer or authority of the Central Government or State Government, 
as regards the actual distance of the purchasing centre concerned from 
the factory and the rate per mile applicable in that case on the basis 
of which the rebate is charged. 

Explanation — For the purposes of this sub-clause, a distance of 
less than half a mile shall be ignored, while a distance from half a 
mile to one mile shall be counted as a full mile: 

(ii) in cases where the distance involved is more than 12 miles, 
the Central Government or under the directions of the Central Govern- 
ment, the State Government or any other officer or authority of the 
Central Government or State Government, if it or he considers neces- 
sary, may increase the said maximum limit of rebate; 

(c) - the Central Govt, or under the directions of the Central 
Govt, the State Govt, or any officer or authority of the Central Govt, 
or State Govt., may allow a suitable rebate in the aforesaid minimum 
price for any good reason other than that mentioned in clause (b) ; and 

(d) “ where the sugarcane is brought bound in bundles and weigh- 
ed in bundles, the Central Govt, or, under the directions of the Central 
Govt., the State Govt, or any officer or authority of the Central Govt, or 
the State Govt- may allow a suitable rebate, on account of the weight 
of the binding material, in the total weight. 
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The Schedule 


Sr, Name of tfie sugar Minimum sugarcane 

prices in Rs. 

factory 

1 2 

Per quintal : 
3 

Per maund 
4 

1. Saswad Mali Sugar Factory Ltd., 

P. O. Malinagar, Dist. Sholapur. 

4.98 

1,860 

2, The Brilian Maharashtra Sugar Syn- 
dicate Ltd., P. O. Shreepur, Dist. 
Sholapur. 

5.26 

f ^ ■' 

1.965 

3. Walchandnagar Industries Ltd., P. O. 
Walchandnagar, Dist. Poona. 

5.39 

2.010 

4. The Belapur Co. Ltd., P. O. Harigaon, 
Dist. Ahmednagar. 

5.22 

1.950 ■ 

5. The Belvandi Sugar Farm (P) Ltd., 
P. O. Belvandi, Dist. Ahmednagar. 

5.06 

1.890 

6. The Kopargaon Sahakari Sakhar 
Karkhana Ltd., P. O. Kolpewadi, Dist. 
Ahmednagar. 

5.26 

1.965 

7. The Kolhapur Sugar Mills Ltd., Kasha 
Bavda, Kolhapur, P. O. Dist. Kolha- 
pur. 

5.42 

2.025 

8. The Godavari Sugar Mills Ltd., P. O. 
Laxmiwadi, via Kopargaon, Dist. 
Ahmednagar, 

5.14 

1.920 

9 Shri Changdeo Sugar Mills Ltd., P. O. 
Puntamha, District North Ahmed- 
nagar. 

5.14 

1.920 

10. The Phaltan Sugar Works Ltd., 
Sakharwadi, District Satara. 

5.26 

1.965 

11. The Pravara Sahakari Sakhar Kar- 
khana Ltd., Pravaranagar, Dist. 
Ahmednagar. 

5.26 

1.965 

12, The Bavalgaon Sugar Farm Ltd., 
P. O. Ravalgaon, District Nasik. 

5.10 

1.905 

13. The Godavari Sugar Mills Ltd., 
Sakarwadi, District Ahmednagar . 

5.10 

1.905 . 

14. Shri Chhatrapati Shivaji Sah. Sakhar 
Karkhana Ltd., Bhavaninagar (San- 
sar), Dist, Poona. 

5.26 

2.040 

15. The Maharashtra Sugar Mills Ltd., 
P.O. Tilaknagar, Dist. Ahmednagar. 

5.47 

2.040 

16. Shriram Sahakari Sakhar Karkhana 
Ltd., Phaltan, District Satara. 

5 51 

2.055 

17. The Rahuri Sahakari Sakhar Kar- 
khana Ltd., Shrishivajinagar, Tal. 
Rahuri, Dist. Ahmednagar. 

5.30 

1.980 

18. Ganesh Sahakari Sakhar Karkhana 
Ltd., Ganeshnagar, P. O. Ranjangaon, 
Dist. Ahmednagar. 

5.26 

1.965 
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Sr. Name of the sugar Minimum sugarcane prices in Rs. 

factory ’ • ■ For quintal : Per maund 

1 2 3 4 

19. The Malegaon Sahaharl Sakhar 
Karhana, Ltd., Malegaon BK., Tal. 


Baramati, Dist. Poona. 

5.71 

■2.130 

20. A^ok Sahakari Sakhar Karkhana 
Ltd., Ashoknagar, Karegaon Factory, 
Dist. Ahmednagar. 

5.39 

2.010 

21. The Girna Sahakari Sakhar Karkhana 
Ltd., Malegaon, District Nasik. 

5.14 

1.920 

22. The Bhogawati Sahakari Sakhar Kar- 
khana Ltd., Parite, Dist. Kolhapur. 

5.22 

1.950 

23. Shri Warna Sahakari Sakhar Kar- 
khana Ltd., Kodoli, District Kolhapur. 

5.55 

2.070 

24. Shetkari Sahakari Sakhar Kar- 
khana Ltd., Sangli, District Sangli. 

5.39 

2.010 

25, Gangapur Sugar Mills Ltd., P. O. 
Raghunathnagar, Tal. Gangapur, 
Dist. Aurangabad. 

5.06 

'l'.890 

26. Shri Panchganga Sahakari Sakhar 
Karkhana Ltd., Ichalkaranji, Dist. 
Kolhapur. 

5.30 

, ■ 1.980 


27. The Krishna Saliakari Sakhar Kar- 
khana Ltd., Karad, District Satara. 


5.55 


2.OT0 


(Chapter VII) 

Statement showing cane price paid by the Cooperative Sugar Factories lor the crushing seasons 1960-61, 1961-6S and 1962-63, 
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(Chapter VII) 

Statement showing the details of the machinery purchased hy the Co-operative Sugar Factories in Maharashtra State. 



Bist. Ahmednagar. 

Shriram Sahstkari j 

Sakhar Karkhana LM., Buckau W. Germany 800 23~12--65 47*17 -do- 47*17 

Bist. Satara Wolf 


APPENDIX X (Contd.) 

machinery purchased hy the Co-operative Sugar Factories in Maharashtra State. 


.Appendix 


119 







APPENDIX X (Oontd.)- 

Statement showing the details oi the machinery purchased by the Co-operative Sugar Paetorles in Maharashtra State. 


120 


Goverhment md Co-operative Sugar Factories 


CO 


,C<*' 


o 

o 

o 

o 

00 

o 

o 

o 

o 

o 

ip 

o 

QO 

3 

00 

00 

CO 

00 

4< 

00 

o 

o 

o 

o 

00 

o 

o 

O' 

o . 

o 

lO 

o 

4< 



4i 

CO 

4< 


00 

00 

OD 

oo 


o 

o 

o 

o 

o 

pH 

CO 

1 

CO 

r 

CO 

1 

CD 

CO 

CO 

1 

i 

C<1 

t 

c<> 


2 

o 

i«H 


cH 

1 

rP 

1 

1 

CO 

o 

1 

CO 

CO 

1 

CO 


o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 


s 

.Cl 


§,^1 
Cj -H-i *7? 
is S-4 ^ 

ft 


o 


o 

'V 



o 

nnJ 


Jy . J ‘S o d 

O o8 ft o5 > 

o5 

r* PL. _ffl O -g 
5®. te- bjOr^y P 

I X g s 

p Z ^ i-4 ® s O 


C8 -P 

00 ^ 

S c8 ^ 

CS^ rj 
ft 

all 

p M 
rP c3 

sll 

^oofi 


i 




yj 

I.?' 


'll 

i . ft 
o ^ bCi^ 




g SPT3 

p jP P p 

ffliZiH J 


<s 

l-p 

C8 OQ 

cS cs 

w I 

u 

.»*§ 

!ziM 



Appendix 


121 


APS^ENDIX XI 
(Chapter VIH) 

Acts applicable to the Co-operative Sugar Factories 

(1) The Bombay Industrial Relations Act 1946 and Rules thereunder 
1947; The Model Standing Govt, orders. 

(2) The Industrial Disputes Act (only Chapter V). 

(3) I^tories Act, 1948 and the Bombay Factories Rules 1950- 

(4) State Employees’ Provident Fund Act 1952 and the Employees' 
Provident Fund Scheme 1952. 

(5) The Payment of Wages Act 1936. 

(6) The Workmen wages Act 1936. 

(7) The Motor Transport Workers Act 1961. 

(8) The Minimum Wages Act: only for Road & Buildings (Civil 
Work) Deptt. 

(9) The Income Tax Act & Rules thereunder. 

(10) The Maharashtra Sales Tax Act. 

(11) The Purchase Tax Act. 

(12) The Electricity Act & The Bombay Electric Rules. 

(13) The Maharashtra Co-operative Societies Act Sz Rules thereunder. 

(14) Mercantile law. 

(15) The Compulsory Recruitment Act. 

(16) The Compulsory Deposit Act. 

(17) The Maharashtra Irrigation Act. 

(18) The Molasses Amendment Act. 

(19) The Boilers’ Act. 

(20) The Sugar Control Act, 

(21) The Weights Ss Measures Act. 

(22) Tenancy Act. 

(23) Land Revenue Code. 

(24) The Land Ceiling Act. 

(25) The Indian Arms Act. 

(26) The Indian Insurance Companies’ Act. 

(27) The Central Excise Rules Sz Manual. 

APPLICATION OP SALES TAX & INCOME TAX ACTS 
TO THE CO-OPERATTVE SUGAR FACTORIES 

(A) The State Sales Tax Actf 1959: 

In view of the applicability of the new Sales Tax Act 1959 to 
various purchases made by co-operative sugar factories it would be 
pertinent to go into certain requirements of the relevant provisions 
of the Act which are of particular relevance to co-operative sugar 
factories. From this point of view, the following points are of special 
importance. 

(a) The factories have to get themselves registered under the 
Sales Tax Act; they have to obtain registration when their total 
turnover either of their purchases or of sales exceeds Rs. 30,000/- in 
any financial year. 

(b) They have to -4ake^.jcaj:e^to-_make., purchases, fro 

dealei:s.-only..as,_otherwise they are required to pay Purchase Tax on 
goods or materials thus purchased. Therefore, in own interest 

the factories have to. maintainL.a,.Jist .of dealers- who. have been regis- 
tered under the Sales Tax . Act,... and ..they have to take care to accept 
tenders ^or quotations tor effecting^ pwchase from the registered dealers 
fnly. ' = ' ‘ ’ 
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(c) Those factories which are registered under the Bombay Sales 

Tax Act, 1953 are eligible for ^ of the General Tax paid them 

on, tim Ql,..machinery purchased in. the Bombay 

State, under Section 11(2) (c) of the relevant Act. Such set-off will 
be allowable only if the purchases are made after registration. As 
such, the factories have to approach the Sales. Tax Authorities con- 
cerned for securing the neces sar y set-off. 

(d) Each factory have to maintain a list of goods which attract 
Sales Tax and which do not attract Sales Tax. 

(B) The Central Sales Tax Act, 1956: 

The factories have also to get themselves registered under the 
Central Sales Tax. If such registration is not sought, the factories 
would not be eligible to issue form for outside State purchases and 
they will be required to pay, by way of central sales tax RS”. 7% or 
more, as the case might be. But if the registration is secured under 
the Act, ‘O’ form can be issued_f oil outside State purchases and they 
have to pay at the rate of "Ra l%j9nly. The application for registra- 
tion can be made only after effecting at least the first purchase from 
another State. 

Sugar factories can issue ‘O’ forms in respect of goods purchases 

for use in manufacturing of sugar oidy. 

(C) Income Tax 

The following are the important provisions of the Income Tax 
Act which are applicable to the co-operative sugar factories. 

Tax Concession. 

According to Section 84 of the Income Tax Act, 1961, income 
tax„ shah.mot _ be payable b^^XLjassessee on so much of the profits or 
gains derived from any ’’hew industrial undertaking as do not exceed 
6% per annum on the capit al empl oyed in Jhe undertaking ' provided 
the industrial _ undertaking fuSls all the followin g cohdi'tBh e^*^ ~ 

1) It is not formed by splitting up, or reconstitution of a business 
in existence; 

2) It is not formed by the transfer, to a new business, of a build- 
ing, machinery or plant previously used for any purpose; 

3) It has begun or begins to manufacture or produces articles in 
any part of India at any time within a period of 18 years from 
1st April, 1948 or such further period as the Central Govern- 
ment may, by notiffcation in the OfiBlcial Gazette, specify with 
reference to any particular industrial undertaking; and 

4) It employs ten or more workers in a manufacturing process car- 
ried on with the aid of power or employs twenty or more wor- 
kers in a manufacturing process carried on without the aid of 
power. 

Where any building, machinery or plant or any part thereof pre- 
viously used for any purpose is transferred to a new business and the 
total value of the building, machinery or plant or part so transferred 
does not exceed 20% of the total value of the building, machinery 
or plant used in the business, then for the purpose of clause (2) 
above, the industrial undertakii^ to which the transfer has been made 
shall be deemed to have complied with the condition specified above 
and the total value of the building, machinery or plant or part so 
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transferred shall not foe taken into account in computing the capital 
employed in the industrial undertaking. 

i) Where the assessee is a ^o-operative_ society, this concession 
applies for the six assessment years (as against four assessment years 
for otherc) immediately succeeding the previous year in which the 
undertaking begins to manufacture or produces articles. 

ii) Co-operative sugar factories which fulfil ~all.4he four^^^ 
mentio^d Tn para(l) above are^..exempted from .paying . income..., tax 
on so n^ach of the^profits or gains. as „da..nat.„exc,eed...6.%..M™.the.^^^ 
employed in the" undertaking, for a . period of^ .seven year^ f^rom (and 
including) the year in which" they commenced production. 

iii) Such of those co-operative sugar factories which installed/ 
propose to install machinery or plant or part thereof previously used 
for any purpose and the value of which exceeds 20% of the total 
value of the building, machinery or plant used in the business are not 
entitled to this tax concession. 

Capital Employed 

According to rule 19 of the Income Tax Rules, 1962 (framed under 
the Income Tax Act, 1961), the capital employed in an undertaking, 
to which Section 84 applies shall be taken to be: — 

a) In the case of assets acquired by purchase and entitled to 
depreciation— 

i) If they have been acquired before the computation period, 
their written down value on the commencing date of the 
said period; 

ii) H they have been acquired on or after the commencing date 
of the computation period, their average cost during the said 
period; 

b) in the case of assets acquired by_purc±La^e..jand_npt^^ entitled .to 
depreciation — 

i) if they have been acquired before the computation period, their 
actual cost to the assessee; 

ii) if they have been acquired on or after the commencing date of 
the computation period, their average cost during the said 
period; 

c) in the case of assets foeingjlebts due to the person carrjdng on 
the business, the nominal accounts of those debts; 

d) in the case of any other assets, the value of the assets when 
they became assets of the business; 

Provided that if any such asset has been acquired within the 
computation period, onl y the a verage o f such valu e sha ll b e taken in 
the same manner as average cost is 

Assessment Year 

Under Section 2(9) of the Income-tax Act, assessment year is defin- 
ed as the period of twelve months commencing on the 1st day of April 
every year. 

Development Rebate 

Development rebate, according to section 33 of the Income-Tax 
Act 1961, is allowed as a deduction in respect of the previous, .ye^ 
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iu which the plant and machinery-was installed. If the plant and 

machinery is put to use in the immediately succeeding previous year, 
the deduction is allowed in respect of that previous year. This 
rebate is allowed in respect of new plant or machinery (other than 
office appliances or road transport vehicles) installed after the 31st 
of March, 1954 and wholly used for the purposes of business. The 
sum of development rebate allD.wable....is .fixed, ^ at „25% of the actual 
cost of the plant and raachinery, in ^ case it was, installed before the 
1st of. April, 1961, and 2Q%4)f "'the “actual cost, in case it was Ipstalled 
after^ldie'Sjfet 1961/ “ 

In the case of plant and machinery installed after the 31st 
December, 1957, where the total income of the assessee assessable for 
the assessment year relevant to the previous year in which the 
machinery and plant was installed (or in the immediately succeeding 
previous year as the case may be) is nil or is less than the full 
amount of the development rebate, the sum to be allowed by way of 
development rebate for that assessment year, shall be only such 
amount as is sufficeient to reduce the said total income to nil- The 
amount of development rebate to the extent to which it has not been 
allowed as stated above, shall be carried forward to the following 
assessment year and the development rebate to be allowed for the 
following assessment year shall be such amount as is sufficient to 
reduce the total income assessable for that assessment year to nil 
and the balance of the development rebate, if any, still outstanding 
shall be carried forward to the following assessment year and sa 
on, so that no portion of the development rebate shalUbe -.earned 
forward for more 4han ..eighLl^^ immediately succeeding 

tile assessment year relevant to the previous year in which the plant 
or machinery was installed or the immediately succeeding previous 
year as the case may be. 

According to the provisions of the Act, when for any assessment 
year, development rebate is to be allowed in accordance with the 
provisions of sub-section (2) of Section 33 in respect of plant and 
machinery installed in more than one previous year, and the total 
income of the assessee assessable for that assessment year Is less 
than the aggregate of the amounts due to be allowed in respect of 
the assets for that assessment year, the following procedure has to be 
followed:- 

i) the allowance under clause (ii) of sub-section (2) shall be 
made before any allowance under clause (i) of that sub-section 
is made; viz. effect will first be given to the carry-forward 
development-rebate; and 

ix) where an allowance has to be made under clause (ii) of sub- 
section (2) in respect of amount carried forward from more 
than one assessment year, the amount carried forward from 
an earlier assessment year shall be allowed before any amount 
carried forward from a latter assessment year. 

A deduction of development rebate is allowed only if the pres- 
cribed particulars have been furnished in respect of all the plant 
and machinery and if an amount equal to 75% of the development 
rebate to be actually allowed is debited to the profit and loss account 
of the relevant previous year and credited to the Reserve Account 
to be utilised by the assessee during a period of 8 years next following 
for the purposes of business of the undertaking other than for 
distribution by way of dividend or profits or for remittances outside 
Inffia. If any plant or machinery is sold or otherwise transferred by 
the assessee, to any person, at any time, before the expiry of 8 years 
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from the end of the previous year in which it was acquired or installed, 
any allowance made under the Act in respect of the machinery or 
plant has to be deemed to have been wrongly made for the purposes 
of this Act and action for the rectification of the mistake tinder 
section 155(5) would accordingiy be tafcen. This provision is, however, 
not applicable to the plant and machinery Installed before the first 
day of January, 1958 or sold or otherwise transferred by the a^sessee 
to the Government, a local authority, a corporation established by 
a Central or State Act or a Government Company or to the plant and 
machl5^i^ry sold or transferred in connection with the amalgamation 
or succession. 

Depreciation 

According to Section 32 of the Income Tax Act 1961 the following 
deductions shall foe allowed, subject to the provisions of Section 34, 
in respect of depreciation on buildings, machinery, plant or furniture 
owned by the assessee and used for the purpose of the business: 

i) ill the case of building, machinery, plant or furniture, such 
percentage on the written down value (or actual cost) thereof 
as may in any case or class of cases be prescribed; 

ii) in the case of any building, machinery, plant or furniture 
w'hich is sold, discarded, demolished or destroyed ih the 
previous year (other than the previous year in which it is 
first brought into use) the amount by which the moneys 
payable in respect of such building, machinery, plant or 
furniture, together with the amount of scrap value, if any, 
fall short of the written down value thereof; provided that 
such deficiency is actually written off in the books of the 
assessee. 
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AFPEHD'IX XU 
(Chapter IX) 

'The Maharashtra Rajya Sahakari Sakhar Karkham Sangh TM. 

The Federation of Co-operative sugar factories was registered on 
11th Feburary, 1956. Its jurisdiction extends over the entire Maha- 
rashtra State and the membership is open to all co-operative sugar 
factories in the State. All co-operative sugar factories in Maharashtra 
State are members of this Federation. This Federation is ?'!!hliated 
to the 'National Federation of Co-operative Sugar Factories’, Delhi. 
The objects of the Maharashtra Bajya Sakhakari Sakhar Karkhana 
Sangh limited (the State Federation) are as follows : — 

(i) To advise and help in the promotion and organisation of 
co-operative sugar factories of Cultivators of sugarcane in the State. 

(ii) To advise or render technical and other assistance in the 
selection and purchase of machinery, spares, tools and other equip- 
ment, appointment of higher and technical staff and in the matter 
of cultivation and transit of sugarcane and location of factory 
site. 

(iii) To undertake or arrange to purchase in bulk on indents 
basis or otherwise, chemicals, gunny bags, fuel and any other require- 
ments of the karkhanas and to arrange for the sale of sugar or its 
products. 

(iv) To supervise the working of the factories and generally 
advise regarding their work. 

(v) To xmdertake or arrange for the bulk utilization of by-products 
of Member karkhanas. 

(vi) To help member karkhanas to procure financial accommo- 
dation from Government, the Industrial Finance Corporation, the 
State or Central Co-operative Banks or from any other financing 
agency. 

(vii) To represent karkhanas and at organisations (permanent or 
adhoc) and to present on their behalf their views to Government or 
any other institution. 

(viii) To provide servicing and workshop and other facilities for 
spares and parts required by the karkhanas. 

(ix) To undertake publication of and to supply market and other 
information relating to sugar Industry. 

(x) To conduct research in problems of various kinds affecting 
or arising out of working of member karkhanas and/or their producer 
members. 

(xi> To advise member karkhanas regarding methods of sugar- 
cane cultivation and to conduct research in it. 

(xii) To generally take up such other activities as are conducive 
and incidental to the efficient working of the member-karkhanas in 
order to secure the above objectives and to further the common 
interests of member karkhanas. 

(xiii) To arrange for supply of stationejy, books, forms, furnitures 
etc, required by the affiliated factories on indent basis without incur- 
ring any liability for losses in those operations. 
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The funds of the Sangh are to be raised as follows: 

1) Entrance fee from members. 

2) Annual subscription and contributions for specific purpose. 

3) Issuing shares for specific purposes. 

4) Contributions from Government or other agencies. 

5) Donations. 

Commission earned on supplies or sales. 

7) Loans not exceeding a limit determined in the meeting of 
the Sangh. 


Actually so far the funds are raised mainly by means of 

1) entrance fees from member karkhanas, and 

2) annual subscriptions from members and contributions fo>r 
specific purposes. Annual subscription from the members is 
fixed every year in the General Meeting of the Sangh. For 
the last three years the rate of subscription was 7nP. per 
metric ton of sugarcane crushed in respect of the factories 
under production and Rs. 500/- only from the factories which 
were under erection. 

The subsidy was given by Government to the Sangh for mainte- 
nance of export technical staff for giving advice to all co-operative 
sugar factories initially for a period of 3 years beginning from 
1955-56, payable in 1956-57 at the rate of 50% of the emoluments 
paid to the consulting engineer, subject to a ceiling of Rs. 500/- 
per month for a full time employee and Rs. 250/- per month for a 
part time one. 

Subsequently, Government extended the subsidy for a further 
period of 2 years. 

The Sangh had appointed one consulting engineer. The above 
subsidy was used for making payment to him. 

The Committee of Management of the Sangh Consists of the 
following:- 

1. Chairman of the Sangh — Ex-Officio, (Chairman of the 
Sangh is always elected in its annual general meeting.) 

2. One representative of each member karkhana nominated by 
the Board of Directors of each member karkhana from among 
those elected by the general body to attend the general 
meeting of the Federation. 

3. One nominee of the Government. The Joint Registrar (Sugar) 
is still working as Government Nominee on the Committee of 
Management of the. Sangh. 

4. One nominee of the State Co-operative Bank. 

5. Registrar of Co-operative Societies. 

6. A nominee of the Industrial Finance Corporation. 

7. Not more than two experts tc be coopted by the Committee.. 

The Sangh has built up an organisation for procuring for its 
member karkhanas certain scarce supplies such as important spare 
parts and other important stores. The Sangh is already running a 
common spare parts store. It mainly helps the karkhanas for securing 
import licences for important commodities which are required to be 
Imported from foreign countries.. There are several fields through 
which the Sangh can be of more assistance to its constituents: ren- 
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•dering advice on of Income-tax, evolving methods of improv- 

ing cane yield and initiating cane development schemes, improving 
the technical efficiency of factories in order to step up sugar recovery, 
reducing extra fuel consiamption, standardising staff requirements 
having regard to various circumstances of individual factories, helping 
harkhanas in getting good qualified staff, collecting statistical data 
of sugar industry that would be useful to the member karkhanas, 
collecting experience gained by karkhanas from the economic point 
of view and so on. The Sangh can also take up the general question 
of bringing uniformity of procedure among the member karj^anas, 
coordinating their activities by framing rules for purchases and use 
•of guest-house, a code of conduct for the directors so as to have 
smooth relations between the heads of departments, managing directors 
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APFENDIX XIII 
(Chapter IX) 

The National Federation of Co-operative Sugar Factories 

Ihe National Federation of Co-operative Sugar Factories was 
registered at Delhi on 2 December 1960. Its obj(^sfa„.are ,to coordinate 
and facilitate the working.,.ol affliated .co-operative sugar factories and 
:^naJ^ederations and to assist in the , promotion and organisation of 
co-pperatiye sdgar...lactQries.J^ The present membership is 26 
including one State Federation. The importance of the National Fede- 
ration would very well be brought out by the significance of the co- 
operative sector in the field of sugar industry. By 1962 there were 34 
co-operative sugar factories in production as against the total number 
of 79 Inclusive of the private sugar factories. 23 co-operatives have 
yet to come into production as against the total number of 26. 57 co- 
operative sugar factories have been granted licences as against 207 
inclusive of private concerns. 

The secretariat of the National Federation consists of a full-time 
secretary, two technical officers, viz. an engineer and a sugar techno- 
logist and a skeleton ministerial staff. The National Pedaration has 
a Board of Directors and an Executive Committee. On the Board of 
Directors, during 1961-62, there were 23 members composed of 13 elected 
members, 5 nominees, 3 co-opted members and 2 invitees. The Execu- 
tive Committee consists of 12 members (6 elected, 4 nominees and 
2 invitees). The General Body of members met twice during 1960-62. 
During the period 1960-62 two Sub-Committees were foraied: (1) to 
represent Federation’s views to Government on Sugar (Regulation of 
production) Rules, 1961 and (2) to select a sugar engineer and a sugar 
technologist for the National Federation itself. Both the Sub-Com- 
mittees fulfilled their objects. 

The programme of activities chalked out by the Federation during 
1960-62 was as follows:- 

f (i) Assistance to the co-operative sugar factories in procure- 
ment of bulk stores; 

(ii) Collection and maintenance of statistical data relating to the 
working of co-operative sugar factories; 

(iii) Providing technical advice to the member factories; 

and 

(iv) Liaison work on behalf of the co-operative sugar factories 
with Government and other institutions. 

The secretary of the Federation visited the member factories in 
Maharashtra, Mysore, Andhra Pradesh, Punjab and Madras and 
advised them on their problems. The Federation’s sugar technologist 
also visited some factories- Arrangements were made by the Federa- 
tion for the training of the factory technicians in the statistical 
quality controls at Poona, and for training in technology at the 
National Sugar Institute. The Federation has also assisted the 
member factories in the selection of their staff. There is a proposal 
before the Federation to start a sugar technological institute in south. 
It is likely to obtain support from the Mysore State as well as the 
Government of India. The National Federation made efforts for the 
allocation to the member factories of the quotas of coal, coke, iron 
and steel. The member factories willingly supplied statistical data 
to the National Federation. 
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The National Federation executed liaison work in the grant of 
1 eligibility certificates, in obtaining import licences, in securing the 
ioxtension of time-limit for the execution of exoansion programmes, 
in processing the loan applications to the Industrial Finance Corpora- 
tion, in obtaining timely release of sugar, in securing the supply of 
scarce commodities like cement, iron and steel, spares etc. The National 
I Federation also strove for obtaining export quota for the member 
factories. Federation has been accorded representation 

on the relevant bodies of the Government of India. It organised a 
seminar of the co-operative sugar factories and federations to^^cuss 
the problems of the co-operative sugar industry. It has issued material 
for the benefit of its members. The National Federation proposes to 
undertake more significant activities in future. 
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Statemeat showing sugarcane crushed, sugar bags produced, average recovery obt^nsd, by cooperative sugar factories 
in Maharashtra State, from the season 1955-56 onwards. 
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Statemeat showing sugarcane crushed, sugar bags produced, average recovery obtained, by cooperative sugar factories 
in Maharashtra State, from the season 1955-58 onwards. 
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statement showing sugarcane crushed^ sugar hags produced, average recovery obtained, by co-operative sugar factories 

in Maharashtra State, from the season 1955 66 onwards. 
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statement showing sugarcane crushea, sugar bags produced average recovery obt£ned by co-operative sugar factories 
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APPENDIX XV 

Progress o£ the Co-operative Sector in the Sugar Industry 




N/Grrowth of the Co-operative Sugar Industry in India 
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